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Watching natural 
disasters unfold 
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The final frontier 
in privatisation 

Page 6 


US company’s offer is likely to scupper British Telecom’s merger plans 
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WORLD NEWS 

Germany spurs 
rail bosses to 
get ite trains 
back on time 

Railway operator Deutsche Hahn 
has finally faced up to the fact 
that Germany's trains no longer 
run on time, and has warned 
4,000 managers that their year- 
end bonuses will suffer if punctu- 
ality is not improved. Page 18 

CUnton meets carmaker* 

President Bill Clinton today 
meets the Big Three vehicle mak- 
ers, General Motors, Ford and 
Chrysler, to discuss trade and 
foreign markets. Yesterday the 
US trade representative was to 
release the “Super 301" list of 
nations accused of unfair trading 
practices. Japan was expected to 
be on its “watch HsfVPage 11 

Bosnian transmitters nbed 

Nato-led peacekeepers in Bosnia 
carried out a long-standing threat 
to silence what ihe US called a 
“poisonous stream” of nationalist 
Serb propaganda by seizing four 
television transmitters. Page 2 

‘Fast-tmefc’ trad* MB moves 

The US Senate finance committee 
i a version of President 
. Cimtmfs proposed “fast- 
track” bill to authorise him to 
negotiate new had© agreements. 

Francs to shorten work imek 

France's ruling Socialist party 
gave the clearest indication yet 
that it plans to introduce a law 
reducing the working week to 35 
hours by a given date. Page 2 

BM to ssttf* on Ihrtot gold 

Philippine President Fidel Ramos 
took steps to reach a negotiated 
settlement with the family of fe«» 
late dictates: Ferdinand Marcos 
over claims on billions of dollars 
worth of 

in Swiss banks. Page 18 

Mahathir fumas as ringgit falls 

A fresh attack against c urr en cy 
traders by Malaysian prime min-: 
ister Mnnamad Mahathir , 
prompted heavy selling of th» 
ringgit; takingit and other south- 
east Adah cuitenties to record 
lows against the dollar. Page 6 

China's Natfansf Pay fit HK ■ 

Houg'Songcel^antedrGMnafs^ 
National Dscy-fixr fee first time 
with a sea of red flags, a military 
fly-past and fireworks. Page 6 

Thais plan $10bn bond Issoa 

Thailand plans to issue upfe ; 
tlOhn worth of bands on file 
global markets to finance 
re atru c turi ngofits financial sys- 
tem, officials said. Page 6 L - 

Ihte —to com ma nd riacisfoa 

Nato defence mincers set a 
December deadline ter resolving 
issues blocking the introduction 
ofastreamlmedinflitary com- 
mand structure. Page 3 

Swiss bank guard el a ar ad 

Swiss authorities dropped crimi- 
nal investigations against former 
bank guard Christoph Meili, who 
rescued Holocaust era documents 
from destruction and was put 
under investigation for violating 
bank secrecy laws. 

Hamas leader tread by Israel 

Israel released aflfag Sheikh 
Ahmad Yassin, spiritual leader of 
the Islamic group Hamas, and 
deported him to Jordan amid 
speculation of a deal involving 
fee return to Israel of two alleged 
intelligence agents. Page 11 

Two dto In school shooting 

An 18-year-old student opened 
fire on schoolmates with a feot- 
gun at a high school in Pearl, 

MtRrfBKip pi, TriTHng ' a farmer gM- . 
friend and another student and 
wounding six others. The boy's 
mother was found murdered. 

Woman's ad ysnci s m a nt stows: 

The number of women 3erviag as 
directors at Fortune 500 compa- 
nies increased just 3 per cent 
over fee last year, says a New 
York agency that tracks females 
in senior positions. Page 4 ' ■ 
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BUSINESS NEWS 

Reuters spends 
£50m on new 
internet centre 
in Geneva 

Reuters, the financial 
information and media company, 
is stepping up internet invest- 
ment wife a £5Qm ($80m) plan for 
a new “Global Technical Centre" 
in Geneva to develop internet- 
related products. Page 19 

Gianni Versace, the Italian 
fashion group, has postponed 
plans to go public until 1999. It 
had planned a $L5bn offering In 
New York and Milan. Page 19 

Saga Petroleum, Norway's 
largest independent producer, 
blamed adverse currency move- 
ments for a sharp fell in profits. 
Page 22 

NEC of Japan plans to set up a 
supercomputer service business 
- possibly in Canada - after US 
authorities imposed 454 per cent 
anti-dumping duties. Page 6 

Dai inter D ana, German motor 
and aerospace group, plans to 
spend C$1 bn (US$725m) research- 
ing "fuel-cell" engines powered 
by methanol. Page 22 

BIS, US-based computer services 
group, has been named preferred 
contractor fora £400m ($644m) 
deal which will provide pay and 
adminis tration for UK armed 
farces. Page 12 

Paareon, the media company 
that owns fee Financial Times, 
expects to double revenues from 
selling TV game shows by buying 
US production company All 
American for $373m. Page 24 

Internet Bookshop, UK’s largest 
online bookseller, is selling dis- 
counted US editions of books, 
risking a price war and legal bat- 
tles. Page 12 

IS— Mte te KflrrfitfgP Mannix 

family has completed a C$2.1bn 
(US$L52bn) disposal of energy 
assets by selling oil and gas facil- 
ities to Talisman Energy for 
C$50Izn. Page 20 

■laid, the UK electronic 
. information company, is paying 
fjhnort £3QQmC$483m) to take 
ever Miami-based Knigtrt-Ridder 
Inforpaatfon. Page 19 

Korea TataconPs $l2bn share 
offering has been delayed 
because of a sharp decline in 
Seoul's stock market and worries 
about fee country’s corporate 
credit ratings. Page 19 

FrenUhm, Bermuda-based tanker 
operator bidding for Swedish 
rival ICB Shipping, revised its 
hostile SKriL22bn ($425m) offer in 
an.effbrt to scupper ICB’s pro- 
posed $309m acquisition of 
Greece’s Astro Tankers. Page 23 

ABB, Swlss-Swedish engineering 
group has won a $500m construc- 
tion contract to increase capacity 
at Saudi Arabia's Yanpet Petro- 
chemical Complex. Page 6 


WorldCom in $30bn bid for MCI 


By William Lewis and Tracy 
Corrigan in New York 

WorldCom, the US communic- 
ations company, yesterday tabled 
fee largest bid in fee history of 
mergers and acquisitions, when 
it offered to pay fSOba for MCI 

fVi m mil nf p p H nnc 

The unexpected all-stock offer 
looks likely to scupper British 
Telecommunications' agreement 
to buy MCI but could leave fee 
UK group wife about 10 per cent 
of the newly merged company. 
WorldCom said its offer, based on 
dosing stock prices on Tuesday, 
represented a premium of $6bn to 
fee BT offer, and is pitched at 
$41.50 per MCI share. The terms 
of fee BT deal were drastically 
cut in August after weeks of 
negotiations when MCI warned it 
would lose more than previously 
expected in Its attempt to break 
into the local telephone market 

The deal represents a further 
step in fee consolidation of fee 
global telecommunications indus- 
try. It could herald further mega- 
mergers, as telecoms, internet 
and other communications com- 
panies vie for a share of a global 
market which is being deregu- 
lated. Yesterday there was wide- 
spread speculation on Wall Street 
that AT&T, the largest US tele- 
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higher than expected 


Uci 


f5 


iJ-i. 


Y' '“-f 

nl. X . ■■■■!«»» nl I - t. 


Sep B6 1997 

Source DatoareanVlCV 


Oct Sep 96 


1997 Oct Sep 96 


corns company, may be pushed 
into making an acquisition. 

Bernard Ebbers. president and 
chief executive officer of World- 
Com, said fee deal offered MCI 
shareholders “a higher price, a 
higher premium, and most Impor- 
tantly. a higher performing 
stock" than Concert - the com- 
pany to be created through the 
BT merger. He described World- 
Com and MCI as an excellent cul- 
tural fit, saying "our two compa- 
nies are the paradigm for fee 
American entrepreneurial spirit 
- we have both forged significant 
Inroads into industries long dom- 
inated by giants." 


WorldCom, the fourth largest 
long-distance operator in the US, 
has expanded rapidly into local 
services, particularly for the 
financial community and fee 
internet through a series of ambi- 
tious acquisitions. It is broadly 
believed among industry special- 
ists to be fee group best placed to 
take advantage or new technol- 
ogy and the world's rapidly liber- 
alising telecoms markets. 

Md shareholders yesterday 
welcomed fee news and hit out at 
BTs management for having cut 
the price they were willing to pay 
for fee US telecoms company. 
Peter Schoenfeid. who runs 


;i agrees to a reduction 
. of more than 15% in ihe 

value of ETTa offer 

O 

WotidCom agrees to 

. acquire the network 
1 1/, ' 1 Infrastructure assets of 

1997 Oct CompuServe and America 
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PSAM, a Wall Street arbitrage 
firm, said: “It looks like a great 
deal, providing their [Worid- 
Com's] share price holds up and I 
think it will be very difficult for 
BT to compete." 

MCI said its board of directors 
would meet in due course to 
review all issues and options. 

BT said only: “We have 
received the material made pub- 
lic today and are considering the 
issues it raises." Jh London, BT 
shares jumped by more than 8 
per cent, by 32Vap to 422p, 
reflecting relief that the MCI deal 
might not go ahead and the hope 
that BT might return capital to 


shareholders. In afternoon trad- 
ing in New York, WorldCom's 
shares fell $1 to $34% and MCI 
stocks leapt 6% to 35V 3 . 

Speaking at a press conference 
in New York, Mr Ebbers said he 
had a “cordial conversation" wife 
Bert Roberts, chairman of MCI, 
but had not spoken with BT. 
However he also called for three- 
way talks with BT and MCI and 
held out fee possibility of offer- 
ing BT representation on the 
board of fee merged company. 

WorldCom said fee transaction 
would e nhan ce earnings by as 
much as 22 per cent in the first 
year and it had identified savings 
in the first full year of £L5bn. 

Mr Ebbers disclosed yesterday 
that he had also looked at 
launching a bid for AT&T. He 
said he had thought of MCI 
“when we did not get a good 
reaction to our other idea". 

WorldCom yesterday also 
announced plans to take over 
Brooks Fiber Properties, a local 
telecoms company, for $2.4bn. 

Salomon Brothers, the invest- 
ment bank being taken over by 
Travelers Group, is advising 
WorldCom. 

Internet takes on phone. Page 
17: Lex, Page 18; High achiever 
reaches for MCI, Page 20 


has lifted the ceiling an inves- 
tors’ voting stakes from 3 per 
cent to 5. Page 22 

Natab, French bank formed by 
fee merger of Credit National 
and BanqueFrancaise du Com- 
merce Exterieur, is to raise 
FFrlbn ($lG9m). Page 23 

Bedycota In ternati onal, UK 

metal treatment group, plans to 
buy French heat treatment com- 
pany HIT in a deal worth 
FFr604m ffipiin) Page 25 

Sony has signed UK ppp group 
fee Spice Gins to a product 
endo rsement deal fin ite PlaySta- 
tion games system. Page 12 

landPa hopes for a merger 
between Neste, partly privatised 
Finnish oil and petrochemicals 
group, and state-owned domestic 
power utility, Imatran Voima 
(IVO), face opposition from the 
European Commission. Page 19 
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Crisis hits the 
Rome government 
over budget vote 


By James BStz in Rome and 
Simon Davies in London 

Italy’s 18-month old centre-left 
government was plunged into a 
full-scale crisis yesterday after its 
far-left allies in parliament 
announced they would vote 
against its 1998 budget. 

hi a development that casts a 
considerable shadow over Italy’s 
plans to join a single European 
currency in 1999, the far-left 
Reconstructed Communist (RC) 
party said it objected to proposed 
cute in pensions spending. 

Romano Prodi, the prime min- 
ister, admitted for fee first time 
that his government was in a 
state of crisis. The Olive Tree 
coalition relies on the 35 deputies 
fTOrn RC for its majority In the 
chamber of deputies - and can be 
forced out of power if the minor- 
ity party executes its threat 

“Prodi confirmed formally that 
a government crisis had been 
opened within the majority,” Pie- 
tro Lariraa, bead of the UIL trade 
union, said after a meeting wife 
the prime minister. In a further 
sign of fee darkening political 
mood, fee prime minister held 
talks -last night with fee coun- 
try’s president, Oscar Luigi Scal- 

faro. 

Mr Scalfaro can dissolve parlia- 
ment but senior government min- 
isters made clear there was no 
question of Mr Prodi resigning as 
a result of RC’s threat. 

Instead, the government Will 
first hold a debate In parliament 
to see whether a compromise can 
be reached on the issue. 

Italian markets reacted ner- 
vously to the developments. The 
main Milan stock market indices 
ten 3 per cent yesterday. The gap 
between the yields cm German 10- 
year government bands and their 
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Italian counterparts widened to 
77 basis points, compared with a 
gap of just 59 basis points last 
Friday. 

Giorgio Radaelli, senior econo- 
mist at Lehman Brothers, said: 
“The market reaction has been 
fairly muted. If this had hap- 
pened two years ago, fee govern- 
ment bond future would have 
lost 2 points instead at 022. But 
there is considerable downside if 
the government falls. It must be 
50/50 whether it can survive.” 

Fausto Bertinotti, the leader of 
fee RC, has left open the possibil- 
ity of some compromise, but Mr 
Larrzga of fee UIL said that the 
prime minister Had made clear 
there were limits to the revisions 
which the government would be 
prepared to implement. 

“Prodi said the government 
was prepared to accept minor 
alterations to the budget but was 
not willing to re-write the budget 
altogether.” 


Survey fuels fears that economy is heading for stagnation 


Business confidence slips in Japan 


By GiBian Tett in Tokyo 

Confidence among Japanese 
companies slipped sharply last 
month, the Bank of Japan’s 
quarterly “Tankan" survey of 
business sentiment yesterday 
showed. 

The deterioration fuelled fears 
that the world's second-largest 
economy could be heading for 
stagnation, after recent tax rises 
dented growth over fee summer. 

These concerns yesterday 
pushed the yield on Japanese 
government bonds to a global 
record low: the long-term bench- 
mark bond fell 90 basis points 
daring the day to touch briefly 
1.785 per cent. 

The drop means that Japanese 
yields have now fallen below fee 
previous global record, set when 
US long yields hit 1.85 per cent 
In 1941. 

Ryu taro Hashimoto, Japan’s 
prime minister, conceded that 
fee country was unlikely to meet 
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its forecast of 1.9 per cent 
growth in the current fiscal year. 
The picture painted by the Tsn- 
kan was, he said, “extremely 
severe." 

The quarterly survey, which 
provides the most up-to-date 
indicator of economic sentiment 
in Japan, showed that the level 


of optimism among major manu- 
facturers fell In September for 
the first time for a year. Pessi- 
mism among non-manufacturers 
also rose sharply. 

The results follow a string of 
poor economic data earlier this 
week, including a 172 per cent 
annual drop In housing starts in 
August, and a 22 monthly drop 
in industrial production. 

Separate data yesterday also 
revealed that Japan’s domestic 
car sales in the six months to 
September suffered their first 
drop for fee period in four years 
due to dwindling consumer appe- 
tite for big-ticket items. 

Sales fell 9.3 per cent on an 
adjusted basis to 2.26m units 
from the same period a year ear- 
lier, fee Japan Automobile Deal- 
ers Association said. 

Until recently the Japanese 
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NEWS: EUROPE 


Abuse of office charges against Russia’s former privatisation head 


NEWS DIGEST 


Chubais defends Kokh against ‘lies’ UBS 


By John Thomhifl in Moscow 


Anatoly Chubais, Russia's leading 
economic reformer, put his politi- 
cal reputation on the line yester- 
day by launching a spirited rfpfonry* 
of Alfred Kokh, the former head 
of the national privatisation 
agency. 

Reacting to news that the 
Moscow city prosecutor had started 
cri min al proceedings against Mr 
Kokh over alleged abuse of 
Mr Chubais charged th at the cam- 
paign against his political ally was 
nothing more than "lies" stirred up 
by disgruntled bankers. 

“I have known Kokh for 10 years 
and I know that Kokh is an honest 
man .” he said. “I am convinced the 


procurator will sort everything out 
peacefully." 

The Moscow prosecutor said he 
had launched the criminal case 
■gainst Mr Kokh after an investiga- 
tion into aiipgntinn B t ftpt the for- 
mer minister had indirectly 
received money from Oneximbank, 
Russia's most powerful commercial 
bank. This summer. Oneximbank 
won two controversial privatisa- 
tion auctions supervised by Mr 
Kokh. 

Yuri Syomin, the deputy prose- 
cutor, said ft had been established 
during the Investigation that Mr 
Kokh had received $100,000 from a 
Swiss company, Servina Trading, 
in return for the rights to publish a 
book on Russian privatisation. 


But Mr Syomin questioned the 
intentions that motivated this pub- 
lishing deaL "According to a spe- 
cialist in the field of book publish- 
ing. the terms of the agreement 
between author and agent were 
unusual from the viewpoint of 
accepted practice,” he said. 

According to the deputy prosecu- 
tor, the expert said that the book 
was likely to appeal only to special- 
ists, predicting that between 100 
and 4,000 copies might be sold at a 
price of $13415 each. 

Mr Syomin added that Mr Kokh 
did not appear to be under any 
contractual obligation to deliver 
his book, raising the suspicion it 
was not a straightforward commer- 
cial agreement He said there was 


also evidence that Dmitry 
Ushakov, deputy chairman of 
Oneximbank, had helped seal the 
deal. 

“It Is possible that it {the pub- 
lishing deal] was at that time the 
result of an attempt by the bank to 
strengthen relations with A. Kokh 
as a deputy prime minister. . . and 
head of the state property commit- 
tee,” the prosecutor said. 

In an interview in the Kommer- 
sant newspaper yesterday, Mr 
Kokh denied knowledge of any con- 
nection between Servina and Onez- 

imh anlf- 

He said the book was being 
updated and would be on sale by 
the end of the year. Oneximbank 
officials have also strenuously 


denied any links between Servina 
and thp I ffnk 

Mr Chubais accused rival banks 
that lost the auction for 25 per cart 
of the Svyazinvest telecommunica- 
tions company of masterminding 
the campaign a gains t Mr Kokh. 

He alleged that these bankers 
had threatened him on the eve of 
the privatisation auction, saying 
there would be “criminal proceed- 
ings against your friends'* if he did 
not agree to sell them the Svy- 
azinvest shareholding cheap. 

Mr fifrohafe said Mr Kokh's crit- 
ics would look foolish when the 
book filially appeared, adding that 

the controversy surrounding its 

publication was bound to help its 
sales. 


Peacekeepers 
silence Serb 


propaganda TV 



By Guy Dfrrmore in Belgrade 
and Alexander Nicoll in 
Maastricht 


Nato-Ied peacekeepers in 
Bosnia yesterday carried out 
a long-standing threat to 
silence what the US called a 
"poisonous stream” of 
nationalist Serb propaganda 
by seizing control of four 
television transmitters. 

The raids, which met no 
resistance, were carried out 
as Na to defence ministers 
met in the Dutch town of 
Maastricht to discuss the 
future of the 35,000-strong 
Stabilisation Force (Sfor), 
which is due to pull out of 
Bosnia by next July. 

Walter Slocombe, US 
undersecretary of defence, 
said the raids would end 
"the poisonous stream of 
material” pnmfng from the 
main studio of Serb Radio 
and Television (SRT). con- 
trolled by hardline Serb 
nationalists tn Pale, eastern 
Bosnia. 

The Pale faction, led by 
Radovan Karadzic, the ex- 
Bosnian Serb president 
indicted for war crimes, is 
locked in a power struggle 
with his successor, Biljana 
Plavsic, who has won Natofc- 
support. 

Several hundred Sfor 
peacekeeping troops took 
control of four transmitters 
near the capital, Sarajevo,' 
Bijeljina and Doboj in the- 
north, and Trebinje in the 
south-east 

Programmes were inter- 
rupted but resumed with 
broadcasts from a studio 
controlled by Plavsic loyal- 
ists in her north-western 
stronghold of Banja Luka. 


Carlos Westendorp, the 
civilian High Representative 
in Bosnia, ordered the opera- 
tion after the Pale studio on 
Sunday doctored a statement 
by Louise Arbour, chief pros- 
ecutor for the UN Yugoslav 
war crimes tribunal based in 
The Hague. A voice-over in 
Serbian wrongly quoted Mrs 
Arbour as saying that the 
tribunal was a political 
instrument to be used 
against the Serbs. 

Control of the airwaves 
has become a focal point of 
the Bosnian Serb power 
struggle ahead of parliamen- 
tary and presidential elec- 
tions tentatively scheduled 
for November and December- 

Mrs Plavsic and Momcilo 
Krajisnik, her banning rival 
on Bosnia's collective presi- 
dency, agreed in Belgrade 
last week to hold the elec- 
tions and have SRT broad- 
cast on alternate days from 
their studios in Banja Luka 
and Pale. 

In Maastricht, Nato 
defence ministers avoided 
detailed discussion of what 
should happen when the 
Sfor mandate ended In June 
1998. Focusing on the imple- 
mentation of thq: Rayton 





* 



Albanian 
protest in 
Kosovo 
broken up 


By Guy Dmmore 



mentation of thq; Dayton .• 

accords- within the^&ijsting-A protester- kneels before apoHceman inJJelgradftou Xg^gda; 
mandate, Javier Solana, thousand demonstrators dinings a pfrrtest march against^fee 
Nato’s secretary-general, Djindjic, leader of the opposition Democratic party, by a vote 
said: The more, we' can do 




y. Riot police attacked several 
sacking of the mayor, Zoran 
of the city assembly h«m 


the better, in this period of * eral Klaus Naumaiih, chair- 
time” Meanwhile, “we wiD_ man of Nato’s military com- 
maintaln the level of forpe^mittee, -who. advised Jrihds- 


compatible with the mission 
that we have." 

The Sfor operation was 
originally to be reduced in 
stages by 50 per cent during 
its 18-mooth mandate. Some 
contributing countries are 
believed to agree with Cen- 


ters that the mission' 'could 
be satisfactorily carried out 
with a somewhat smaller 
force. 

William Cohen. US defence 
secretary, told fellow minis- 
ters not to dwell yet on pos- 
sible plans for the period 


after June. This, he said, 
could undermine deadlines 
which might be set for the 
parties in Bosnia during the 
existing Sfor mandate. He 
reminded them that the US 
administration would have , 
to make a very persuasive 
case to Congress for any 
presence after June. . : 

Among the priorities dis- 


cussed by ministers for the 
next nine months were the 
further dismantling of the 
so-called “specialist police”, 
fostering of free media, a 
drive against corruption and 
smuggling, continued sup- 
port for the holding of elec- 
tions and implementation of 
their results, and further 
action against war criminals. 


Serbian riot police in the 
southern city of Pristina 
used tear gas and baton 
charges yesterday to break 
op a peaceful protest by sev- 
eral thousand ethnic Alba- 
nian students demanding 
education in their own lan- 
guage in state institutions. 

At least 10 people were 
injured, and the rector of 
the unofficial Albanian uni- 
versity, his deputy and three 
student leaders were 
arrested, witnesses said. 

The demonstration was 
the biggest in the mainly 
Albanian-populated prov- 
ince of Kosovo for several 
years. Belgrade stripped 
Kosovo of its autonomy in 
1989, asserting the province 
wanted to secede and join 
Albania. 

Western governments con- 
demned the police and 
called on the Belgrade lead- 
ership under Yugoslavia's 
president, Slobodan Milos- 
evic. to enter a peaceful dia- 
logue with the ethnic Alba- 
nian community, which 
makes up nearly a fifth of 
Serbia’s population. 

Progress on resolving the 
Kosovo conflict is one of the 
main conditions set by the 
US and the European Union 
before Yugoslavia - com- 
prising Serbia and Montene- 
gro - can rejoin the Interna- 
tional Monetary Fund and 
tap financial support. 

The crackdown followed 
an attack by riot police on 
Tuesday night on demon- 
strators in Belgrade protest- 
ing against the dismissal of 
the city's pro-democracy 
mayor, Zoran Djindjic. 


French party chief hints at cut in working week 


By Andrew Jack in Paris 


France's r ulin g Socialist 
party yesterday gave the 
dearest indication yet that it 
plans to introduce a law 
reducing the length of the 
working week to 35 hours by 
a given date. 

Francois Hollande,. first 
secretary of the party, said 
in an interview on the RMC 
radio station that there had 
to be a law on working 
hours with a deadline, and 


that he felt five years from 
now was “too long". 

He stressed that the law 
should permit flexibility in 
the reduction, but said it 
was needed to ensure the 
objective was ultimately 
achieved. He also argued 
that there should be no 
reduction in salaries • with 
the drop in hours. 

Mr Hollande is not a mem- 
ber of the French cabinet, 
but is .very, dose to Lionel • 
Jospin, the prime 'minister,.. 


who made him interim head 
of the party after the general 
election last June. Mr Jospin 
has supported Mr Hollande's 
candidature for reelection at 
the next party congress in 
November. 

Mr Hollande’s comments 
appeared to receive support 
from Martine Aubry. the 
minister of employment and 
solidarity, who is in charge 
of the 'talks on working 
hours. She said yesterday 
that the reduction should be 


significant and neither too 
fast nor too slow. 

“If we want to progress, the 
reduction has to be strong 
and not take place too 
slowly, so that the creation 
of jobs is not limited by pro- 
ductivity gains," she said. 

She added that reductions 
should be achieved through 
negotiation, and should not 
threaten the competitiveness 
of French business. " 

Jean Gandois. head of the 
Patronat, the employers’ fed- 


eration, yesterday reiterated 
his opposition to any law 
which would force busi- 
nesses to cut working hours 
without any cuts in pay. 

However, he dismissed 
suggestions that the Patro- 
nat would boycott a confer- 
ence on employment and 
wage issues that is sched- 
uled to open on October 10. 
Didier Pineau-Valenciennes, 
head of the Patronat's social 
affairs commission, had pre- 
viously hinted that employ- 


ms would not attend if the 
government stuck to its 
legal proposals. 

The conference is due to 
address issues such as wage 
Increases, working hours 
and the question of job cre- 
ation. 

Alain Deleu. head of the 
moderate CFTC union, 
argued that the Patronat 
was taking a hard line on 
working hours because “it 
does not want to share the 
power over the economy”. 


New EU treaty is looking like a sideshow 


E ighteen months after 
the launch of a consti- 
tutional conference 
on the future of the Euro- 
pean Union, EU foreign min- 
isters gather in Amsterdam 
today to sign a treaty which 
is already being dismissed as 
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a mere footnote in history. 

The rush to judgment, is 
understandable. Economic 
and monetary union (Emu) 
dominates the debate in 
Britain. France, Germany 
and Italy, whose centre-left 
government is in crisis. By 
comparison, the treaty of 
Amsterdam agreed last June 
looks like a sideshow. 

Critics of the new treaty 
argue that it is for less ambi- 
tious than its predecessors: 
the 1986 Single European 
Act which established the 
internal market, and the 
1992 Maastricht treaty which 
agreed a fixed timetable for 
the transition to Emu. 

Peter Sutherland, fornier 
head of the Gatt world trade 
organisation and once an EU 
commissioner, says the pro- 
visions “fail dismally to live 
up to the promise of an effec- 
tive and coherent external 
policy for the Union” - par- 
ticularly on trade negotia- 
ting authority, where the 
European Commission was a 
big loser. 

' Max Kohnstamm, a former . 
aide to Jean Monnet, one of 
the founding fathers of the 
EU, says the treaty ducks 
the vital issue of stream- 
lining institutions and deci- 
sion-making ahead of the 
planned enlargement to cen- 
tral and eastern Europe. The 
Belgian, French and Italian 


Though Emu has become the main topic of debate, 
the Amsterdam treaty, to be signed by ministers 
today, will still make a difference to the EU ? s future. 
Lionel Barber looks at the winners and losers 


governments have mean- 
while declared that a 
strengthening of institutions 
is "an indispensable condi; 
tion” for concluding negotia- 
tions with applicant coun- 
tries. 

Peter Ludlow, bead of the 
Brussels-based Centre for 
European Policy Studies, 
calls for a more balanced 
judgment. He says govern- 
ments should take credit for 
repairing the weaknesses of 
the Maastricht treaty and 
responding to the crisis erf 
legitimacy exposed by Den- 
mark’s anti-Maastricht refer- 
endum vote in 1992. 


T he most important 
treaty achievement is 
the “Area of Freedom, 
Security and Justice", he 
says. This section allows for 
the progressive introduction, 
within five years, of mea- 
sures to ensure the free 
movement of people and 
establish common rules on 
external border control, asy- 
lum and immigration. 

A separate clause - which 
appears designed to deal 


with EU enlargement to the 
former communist countries 
- requires member-states to 
commit themselves to funda- 
mental principles such as 
respect for democracy, 
human rights and the rule of 
law. The treaty also contains 
a mechanism to suspend vot- 
ing rights for members in 
breach - an atomic bomb in 
political terms. 

Finally, the new treaty 
calls for tighter co-operation 
among EU governments to 
prevent crime, terrorism, 
trafficking in persons, reno- 
phobia, racism, drug-traffick- 
ing, corruption and fraud - 
buttressed by recognition of 
the European Court of Jus- 
tice's jurisdiction. 

The extension of the Euro- 
pean Court’s authority - 
coupled with the expansion 
of the European Parlia- 
ment's right to block or 
amend legislation under the 
so-called co-decision proce- 
dure - has largely escaped- 
public attention. But one EU 
negotiator says these 
changes have long-term sig- 
nificance. “They are building 


blocks which strengthen EU 
institutions [at the expense 
of national institutions],” he 
declared. 

In retrospect, the treaty of 
Amsterdam threw up some 
surprising winners and los- 
ers. Countries with clearly 
defined objectives - the 
Irish, the Nordic states and 
the British - came out on 
top. The Danes. Finns and 
Swedes secured language on 
transparency, employment 
and equality of the sexes, 
and avoided politically deli- 
cate commitments to a com- 
mon defence. 


T ony Blair, the UK 
prime minister, pre- 
served his govern- 
ment's right to control bor- 
ders and recognition of Nato 
as the prime guarantor of 
European security. Ratifica- 
tion in these countries 
should be easier. 

By contrast, the French 
lost their way. Jacques Chi- 
rac. France’s president, 
failed to win support for his 
call for a streamlined Euro- 
pean Commission, a high- 


profile political appointee to 
represent the public face of 
EU foreign policy, or a reor- 
ganisation of voting weights 
in favour of the bigger mem- 
ber-states ahead of enlarge- 
ment 

Similarly, Germany's 
Chancellor Helmut Kohl was 
curiously subdued. He 
blocked a string of proposals 
for more majority voting, 
and was one of the most 
dogged defenders of national 
and regional rights at the 
expense of new EU-wide 
powers and the European 
Commission. 

Mr Kohl's insistence on a 
delay in settling institu- 
tional reform took many 
people, notably Mr Blair, 
aback. They had assumed 
Amsterdam was the time to 
strike the deal. But Mr . 
Kohl’s move now looks more 
like a tactical retreat in 
order to secure the strategic 
goal of monetary wTrion on 
January 1 1999. 

If proof were needed that 
Emu is the only game in 
town, the final treaty text 
leaves the Maastricht lan- 
guage on monetary union 
untouched. Even the word 
“ecu" - European currency 
unit - has been preserved, 
despite the feet that EU lead- 
ers have already agreed to 
rename the single currency 
the euro. 



escapes charges 


Swiss prosecutors have dropped 

Investigation into whether Christoph Mem, aSwiss seen- 
rity guard, broke Swiss bank secrecy laws when he res- r 
cued historical archives which were about to be shredded 
by Union Tfcmk of Switzerland (UBS), the country s most . 
?cmeiM\xrk._ ■ _ 


in January, when he removed 65 files from a UBS shred- ; . 
der and took them to a local Jewish organisation. The 
r nHrW was particularly embarrassing for UBS and Sw ft- 
ywiwnHj as it was seized upon by leading Jewish groups as 
evidence that banks were intent on destroying evidence of 
(fo rmant Swiss bank accounts. UBS apologised for its ... 
“unforgivable error". Nonethless. Mr Mefli lost his Job 7. .. 
with a security company and fled to the US after allegedly 
receiving death threats. Although UBS did not press 
ffrqrp*:, the Zurich district attorney’s office had to Inves- 
tigate the matter, since Mr Mali had tech ni c ally br oken 
Switzerland’s bank secrercy laws by removing files from . 
bank property. _ ‘ 

Last week the Swiss government passed the “Lex 7 - , ; 

MOOT. which will protect workers from dismissal if thay 
supply information into the various investigations into. 
Switzerland's war-time activities. William Hofl, Zurich 


WESTDEUTSCHE LANPESBANK 


Brussels probes state aid 


The European Commission yesterday formally _opez>ed an 
investigation into Westdeutsche Landesbank, Germany's 
thir d largest which it suspects of having received, 
unlawful state aid through the integration of housing- 
development funds. • 

The C ommissio n is concerned that a capital increase .... 
amounting to DM5 3bn ($3Abn) contained state aid and ; • ' 
allo wed the bank to ex pand at a lower cost than private > 
banks. WestLB is a 100 per cent publicly owned bank of . 
public authorities in the German region of North Rhine' ; . 
West phalia The Commission was acting on a complaint . ~ 
fr om the Federal Association of German Private B anka .. • 
.The riatA« back to January 1 1992, when the entire ■ 
DM5.9bn capital of the Institute for the Promotian.<*f > . 
Houseb uilding (also 100 per cent owned by the public 
authorities of North Rhin e-Westphalia) was transferred to 
WestLB. The Commission said that .although part of tire 
capital was tied to house-building promotion, WestLB - 
could use at least DM2£bn of the funds as capital for its. 
own banking business. Emma Tucker, Brussels 


FRENCH CARS 


Slump in September sales 


French new car sales remained depressed in September^ . • 
t umbling by almost 40 per cent from the same month last 
year to 130.417 units. 

The figures, published yesterday by the CotnitO des Con- 
structeurs Ftanpais d 'Automobiles, brought to L2Sm the . 
cumulative total of new car registrations in the first nine 
months - a 24.4 per cent decline from the L65m clocked 
up in the corresponding period, of 199& 

September should mark the low point, as far as year-on- 
year comparisons are concerned, since the incentive pro- 
gramme that inflat ed last year's figures artificially was -.. . 
discontinued an September 30 1996. Nonetheless, some 
observers now believe the foil-year decline could be as 
much as 20 per cent. 

French marques have continued to lose out to their for- 
eign rivals, with registrations falling 43.4 per cent year-on- 
year in September alone and 25.2 per cent over the first 
three quarters. David Owen, Paris 


HUMAN RIGHTS 


New European court ratified 


The new European Single Court of Human Rights in 
Strasbourg will become operational on November 1 1998 
after ratification of Protocol ll of the European Conven- 
tion on Human Rights by Italy, the Council of Europe 
announced yesterday. 

The new court win replace the part-time Court of 
Human Rights and Commission of Human Rights: The 
present court will cease operations on October 31 next 
year, but the Commission will continue to sit until Octo- 
ber 1999 to finish examining cases it haw declared admissi- 
ble. The judges of the new court wfll be elected in Janu- 
ary 1998 from nominations made by the 40 contracting 
states to the Convention. From November 11998 it will 
also be compulsory for states to recognise the right of 
individual petition to the court Robert. Bice, London 


ROMANIAN INDUSTRY 


Production drops by 7.4% 


Romania's industrial production dropped by 7.4 per cent 
in August compared with the previous month, as the gov- 
ernment's austerity programme continued to bite. In July, 
it fell by 10 per cent and has how dropped 1K3 per cent 
compared with last year. 

The fefi can be attributed to tight monetary policy and 
high interest rates. Closures of loss-malting state-owned - 
factories suggested by the International Monetary Fund 
and World Bank are proceeding slowly, and do not yet 
seem to have affected production significantly. Although 
inflation in August rose to 3.5 per emit a month from only 
0.7 per cent in July, this marks a great improvement over 
the start of the year, when monthly inflation rose to 
30 per centafter the government freed the prices 
of basic goods. Anatol Lieven 


MOTORWAY SERVICE STATIONS 


Sale of Tank & Rast close 


The German government is close to lining up a buyer for • 
Tank & Rast, the publicly owned group which runs motor- 
way service stations, in a deal which is expected to be " 
worth between DM50Gm <$282m) and DMBOOm. 

The sale is the latest stage of the federal goveriimezrtV ~ 
privatisation drive. Politicians in the centre-rigbt coali- j 
tion insisted that the disposal was iiirt connected \rith *■ 
cmrent arguments over how to finance a planned 2 per- 
centage point cut next year in the ^solidarity surcharge”. -■ 
This is the levy on income taxpayers which is used to 
fund the reconstruction of eastern Germany. Possible buy- 
ers for Tank & Rast are thought to be cxinsortiurus indud- 
ing the MOvenpick hotel and restaurant chain and Alii- . . 1 
anz. the insurance, group. Ralph Atkins, Barm 


EU VAT 


Commission considers cuts 


Countries in the European Union should be allowed to' - 
drop' theYalue added tax rate charged on labour-intensive 
services- to help s olve Europe’s wnemp ln yrniint . g rbriw , 

Mario Monti, the-EtTs single m a rket mm Vwi wri nrnp r, said 
yesterday.. ‘ ;; 

The surprise announcement suggests, a hew flexibility 
towards taxation by the European Commission, driven by 
the need to tackleEtaope's high jobless, levels. :•/_ 

Mr McSnti said Ke was considering setting up “export.- - 
meats” in interested member states In which VAT 6n ser- - 


would-be reduced. Only services which were local, . 
where a reduction would not disrupt the Internal market 
would be included At the end dfthe experiments the 


had a significant impact on jobs. 


Emma Tucker 
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NEWS: EUROPE 


Com mission seeks commitments from members to reduce unemployment rates to 7% 

Brussels presses for 12m new jobs 


HI roomptoyment 

R#b * (seaaonaifyacftiated) ..’ 
11-8 


By KfichadSmtm 
in Brussels - ' 

The European Commission 
yesterday threw down a 
cbaHenge to European Union 
member-states by backing 

controversial targets to cre- 
ate 12m Jobs in five years 
and halve long-term and 
youth unemployment rates. 

The Commission is also 
seeking commitments to a 
reduction In EU-wide unem- 
ployment rates from 10.6 per 
cent to 7 per cent by 1992, a 
cut in taxes and an increase 
in tiie proportion of Jobless 
offered training from a tenth 
to a quarter. ' 

The targets are among a 
range of measures Commis- 


sion will present to EU lead* 
era at a November summit 
on unemploy ment 

They are likely to cause 
concern among countries 
such as the UK and Ger- 
many,’ which are wary of 
over-prescriptive targets that 
could extend the Commis- 
sion’s reach into areas which 
are the preserve of states. 

Even France, whose unem- 
ployment worries prompted 
the summit, is thought to be 
wary of targets. Spain, while 
supporting the targets, fears 
that countries with high 
unemployment, such as 
itself, could eventually face 
sanctions. However, the 
Commission yesterday 
rejected that possibility. 


Jacques Santer, Commis- 
sion president, arid Padraig 
Flynn, social affaire commis- 
sioner, have argued that a 
summit without targets 
would be seen as ineffective. 

Wary of potential opposi- 
tion from member-states, 
-they have avoided setting 
numerical targets for indi- 
vidual countries, leaving 
governments to draw up 
action plans implementing 
the broad recommendations 
which emerge from the 
November 20-21 summit. 

Mr Santer said the Com- 
mission was not asking 
countries to perform mira- 
cles. “Let us avoid creating 
Illusory hopes that will lead 
to disappointment. But we 


are asking countries to 
define employment as a pri- 
ority of priorities.” 

Around 18m people in the 
EU were unemployed in mid- 
year, representing 10.8 per 
cent of the working popula- 
tion, a level little changed 
since 1993 in spite of a prolif- 
eration of job-cutting initia- 
tives. The Commission esti- 
mates there are another 
8m-9m people who would 
like to work if they could 
find a Job. 

In its proposals, the Com- 
mission said the EU could 
cut unemployment to 7 per 
cent by raising the employ- 
ment rate - the ratio of 
those with jobs to the total 
workforce available - to 65 


from 60.4 per cent within 
five years. The long-term tar- 
get should be 70 per cent. 

Among other targets, the 
Commission called for every 
unemployed adult to be 
offered a job, training or 
work practice before being 
jobless for 12 months. This is 
aimed at reducing the 
long-term unemployed, who 
represent 48 per cent of the 
unemployed. 

The Commission stressed 
its guidelines do not rail for 
increased expenditure, but 
“rather a restructuring of 
expenditure, a reform of ben- 
efit and taxation systems 
and a move from passive 
income support measures to 
proactive policies". 


The paper said that 
Ecu200bn ($222bn) is spent 
each year on labour market 
policies, but only a third 
goes to “active measures" 
designed to encourage 
people to get a job or train- 
ing. The rest is spent on pro- 
viding the unemployed with 
income benefits. 

The package called for a 
new culture of entrepreneur- 
ship which should, it says, 
be fostered by reducing the 
tax burden on employing 
labour and developing mar- 
kets for venture capital. 
Member-states will be 
encouraged to increase 
research expenditure from 
L9 per cent of gross domes- 
tic product to 2-5 per cent 
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The Commission also 
wants states to adopt mea- 
sures to increase the employ- 
ment of women. 

Although the Commission 
dismissed the possibility of 
sanctions against countries 
with high unemployment, 
Mr Santer said he hoped 
observance of the guidelines 
would be helped by “peer 
group pressure”. 


EU expects to meet 
emission curb target 

Britain and Germany help to bring goal nearer 


By Nefl Buckley in Brussels 

The European Union is set 
to meet internationally 
agreed targets far stabilising 
carbon dioxide emissions 
linked to climate change, 
European Commission offi- 
cials said yesterday. 

They made their predic- 
tion. which confounded ear- 
lier expectations, as the EU 
defended its controversial 
call for a cut in greenhouse 
gas emissions by 15 per cent 
by 2010. A paper adopted by 
the Commission said such a 
move would at worst reduce 
EU gross domestic product 
by L5 per cent, and could 
actually enhance GDP by 1 
per cent 

The assertion that the EU 
will meet its target of stabi- 
lising carbon dioxide emis- 
sions at 1990 levels by 2000 
will surprise environmental- 
ists. But it could strengthen 
the HU’S hand as it urges the 
rest of the industrialised 
world to sign up to its 15 per 
cent reduction target by 2010 
at December's conference on 
climate change in. Kyoto, 
Japan, where legally binding 


targets are to be adopted. 

The Copenhagen-based 
European Environment 
Agency, the European Com- 
mission's own figures, and 
Eurostat, the EU statistical 
agency, bad all previously 
suggeste d tha t the EU would 
miss the 2000 target 

Figures from Eurostat, 
published IB months ago, 
suggested that although EU 
states were reducing emis- 
sions this was mainly due to 
short-term factors such as 
the European recession. Sta- 
bilisation at 1990 levels by 
2000 was “still uncertain”. 

But Jorgen Henningsen, 
director of the Commission’s 
environment quality unit 
and the ELTs climate change 
negotiator, said yesterday 
EU-wide emissions in 1996 
remained below 1990 levels, 
and latest forecasts were 
optimistic. 

Unexpectedly large reduc- 
tions from the UK and Ger- 
many - responsible for half 
of all EU emissions - cou- 
pled with lower than expec- 
ted Increases Trom France 
and Spain meant the 2000 
total was likely to be at or 


below that of 1990. 

“Our best, sober estimate 
is that we will meet tbe tar- 
get,” Mr Henningsen said. 

The UK's communication 
to the Kyoto convention, he 
added, forecast a 6 per cent 
reduction in emissions 
between 1990 and 2000, due 
to tbe shift from coal to gas 
in electricity generation. 
Germany had already cut 
carbon dioxide levels by 12 
per cent, thanks to the 
clean-up of heavily polluting 
industry in former East Ger- 
many. 

Yesterday's Commission 
papa* argued that a 15 per 
cent emissions cut by 2010 
was both “technically feasi- 
ble and economically man- 
ageable” - rejecting criti- 
cisms that it could damage 
the world’s industrialised 
economies. 

Brussels estimated direct 
compliance costs for the EU 
in 2010 at between Ecul5bn 
and Ecu35bn ($16.6bn- 
$38.8bn), or (12-0.4 per cent of 
GDP. Total GDP. it said, 
could even be enhanced, 
depending on the measures 
the EU chose. 



Jospin shows way on pollution 


Lionel Jospin, the French prime 
minister, (above) and four other 
government ministers travelled by 
electric cars yesterday to the weekly 
cabinet meeting with Jacques Chirac, 
the president, on the day that 
authorities in Paris Introduced tough 
measures to combat pollution, writes 
Andrew Jack. 

A ban on cars with even-numbered 


registration plates and an appeal by 
the government for commuters to use 
public transport helped cut traffic 
levels within the city boundaries by 15 
per cent below normal levels. On the 
city's ringroad, traffic levels were 
reduced by 35 per cent, according to 
police. More than 100,000 Parisians 
attempted to call a free telephone 
number set up on Tuesday afternoon 


to provide information on the 
restrictions, although only a small 
fraction succeeded in getting through 
to swamped operators. 

Dominique Voynet, the environment 
minister, said that pollution levels had 
dropped sharply yesterday and that 
the plan did not need to be extended 
any longer. 

Editorial Comment, Page 17 


Nato sets 
command 
structure 
deadline 


By Alexander Nicod 
in Maastricht 

Nato defence ministers 
yesterday set a December 
deadline for resolving issues 
blocking the introductiou of 
a streamlined military com- 
mand structure for the 
organisation. 

Efforts to solve a long-run- 
ning problem were boosted 
when Alain Richard, French 
defence minister, clarified 
his government’s intentions 
to his colleagues at a meet- 
ing in the Dutch town of 
Maastricht. 

Although Mr Ri char d said 
France had no immediate 
intention of rejo ining Nato’s 
military arrangements, he 
indicated it wanted to play a 
full rale in Nato's develop- 
ment and would not stand in 
the way of the new structure 
being put in place, officials 
said. 

The need for progress on 
the issue has been given 
urgency by Nato's agree- 
ment earlier this year to 
admit Poland. Hungary and 
the Czech Republic as mem- 
bers in 1999. 

The new command struc- 
ture will reduce costs, with 
only 20 headquarters Instead 
of 65. It will also be more 
international, because offi- 
cers from outside the coun- 
try of each HQ unit must 
make up 50 per cent of its 
staff instead of a minimum 
of 10 per cent previously. 

France's long-running dis- 
pute with the US over who 
should be in charge of Nato's 
southern European forces 
has been the biggest obsta- 
cle. The commander has 
always been an American, 
because of the basing of the 
US navy’s Sixth Fleet at 
Naples. But France argues 
that the commander should 
be a European. 

Nato officials said Spain 
and Portugal were expected 
to announce an agreement 
on the command arrange- 
ments surrounding the 
Canary Islands. But there 
was no indication that the 
third outstanding issue, 
between Greece and Turkey, 
was any nearer resolution. 


“What a superb performance,” 
gushed the woman when the recital was over. 
I’d give half my life to be able to play like that. 


Madam,” responded the pianist with a little bow, 
“that is exactly what it took.” 
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NEWS: ASIA-PACIFIC 


Mahathir in 
new tilt at 
forex traders 


By Pater Montag non 
In London and Jamas Kynge 
in Kuala Lumpur 

A fresh onslaught against 
currency traders by 
Mohamad Mahathir, Malay- 
sia’s prime minister, 
prompted frenzied sriting of 
the ringgit yesterday, taking 
it and other south-east Asian 
currencies to new record 
lows against the dollar. 

On a visit to Chile, Dr 
Mahathir again asserted cur- 
rency trading should be 
made illegal. In a tirade 
against the media and the 
International Monetary 
Fund, he said; M lt is nauseat- 
ing to read in some western 
magazines the obscene gloat- 
ing over what they consider 
the fall of the Asian tigers." 

“As in the case of D iana 
{the late Princess of Wales], 
where strenuous attempts 
are being made to exonerate 
the paparazzi and put the 
blame on the dead driv- 
er. . . the western press, 
and even the International 
Monetary Fund, are trying 
to blame everything on the 
governments of the Asian 
countries." 

Dr Mahathir's remarks put 
bim on collision course with 
the markets, one dealer in 
Singapore declared. Traders 
fear Imposition of controls 
such, as the recent abortive 
attempt to ban short selling 
of shares, dealers said. 

At one stage, the ringgit 
fell to M$8.40 against the dol- 
lar before recovering to close 
at around MS3.3450 against 
MS3.2450 on Tuesday night. 

The slide reinforced the 


downward trend of other 
Asian currencies, evident all 
week. The Indonesian rupiah 
and Philippine peso fell to 
lows against the dollar, of 
rupiah 3,460 and pesos 34.926 
respectively. Equities fol- 
lowed suit, with Mal aysian 
shares falling 2.3 per cent 
and the Indonesian market 
L8 per cent. Manila ended 
slightly higher. 

De alers said currencies 
were now dearly overshoot- 
ing, but there seemed no end 
to the crisis, with the mar- 
kets feeding off py *H other’s 
fragility. This was underpin- 
ning interest rates. Even in 
Malaysia, so far reluctant to 
raise interest rates, three- 
month interbank money rose 
40 basis points to 8.16 per 
cent yesterday. 

Indonesian money market 
rates have retreated from 
their peaks, but remain high 
enough to give concern 
about the financia l system. 
Dealers said the markets are 
now focusing on corpora- 
tions which had foiled to 
hedge their dollar borrow- 
ings in the hope currency 
weakness would prove only 
temporary. 

One of the calmer spots 
yesterday was Thailand 
whose July devaluation 
sparked the crisis. Markets 
there have been reassured 
by the passage of constitu- 
tional reform through parlia- 
ment, but though equities 
ended yesterday slightly 
higher, the baht wobbled in 
late trade after rumours, 
later denied, that finance 
minister Thanong Bidaya 
had offered his resignation. 


Tankan paints gloomy economic view 


S is months ago. the eco- 
nomic debate in Japan 
centred on how quickly 
the economy could grow this 
year. Yesterday, a strikingly 
different question hung in 
the ain is the world’s second 
largest economy now head- 
ing for recession? 

For as the Bank of Japan 
published its authoritative 
survey of business senti- 
ment, the markets delivered 
a damning response. The 
yield on long-term bonds fell 
below L8 per cent, the low- 
est figure on record any- 
where in the world. 

This foil Is staggering - 
not least because in most 
other economies such a drop 
would normally be associ- 
ated with a sharp recession. 
But such dramatic pessi- 
mism may be overdone. 

Although Japan’s short- 
term outlook is certainly for 
gloomier than the govera- 
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ment expected, dissection of 
the Tankan report suggests 
stagnation - rather than full 
blown collapse - is the main 
theme of Japan’s economy. 

The headline numbers 
were undeniably worse than 
economists had expected. 
The proportion of non-manu- 
facturing companies which 
felt optimistic about busi- 
ness conditions in the third 
quarter of the year, com- 
pared to those who were pes- 
simistic, was minus 18 and 
minus 15 per cent respec- 
tively. This was sharply 
down from the previous 
quarter’s levels of minus 11 
per cent and minus 7 per 
cent, largely because of 
gloom among retailers and 
construction companies. 

The government has 
blamed the weakness of the 


economy on its decision to 
raise consumption tax from 
3 per cent to 5 per cent in 
April. Consequently, untQ 
recently it insisted ..any 
downturn should be limited 
to the summer - meaning 
that by the third quarter of 
the year the economy should 
be picking up ag ain . 

However, yesterday's sur- 
vey, which was conducted in 
September, suggests the 
gloom has intensified into 
the autumn, and there is 
little sign of an early 
rebound. 

Companies in all areas 
have been cutting growth 
forecasts for the next year, 
yesterday Hitachi, for exam- 
ple, reduced its pre-tax profit 
projections from YUObnto 
Y70bn ($900m to $574m). 
Price competition is surging: 


Yet though this gloom is 
striking, what is equally 
notable - given the bond 
markets - is that few econo- 
mists are forecasting a full- 
blown recession yet. One 
reason is that the Tankan 
results are stiH well above 
the levels seen In the 1993 
recession. Another is that 
e x porters are still reporting 
steady growth. 

But an tap of this, the Tan- 
kan contained two intrigu- 
ing details. One is invest- 
ment: large companies’ 
investment plans remained 
unchanged in the quarter, 
and large manufacturers axe 
- strikingly - forecasting a 


bigger increase in capital 
expenditure than, at any 
point since 2991. 

These plans may be opti- 
mistic Mr Richard Koo of 
Nomura Research Institute, 
for example, believes “many 
companies are quietly 
rethinking these investment 
plans". But the Bank of 
Japan argues such capital 
spending could boost the 
economy in raming months. . 

But the other striking ele- 
ment is employment: so far 
there is little sign companies 
are planning to lay off work- 
ers. This may reflect a typi- 
cal Japanese pattern of cut- 
ting overtime, rather than 
staff, in a downturn. 

But it may also have impli- 
cations for consume’ spend- 
ing which accounts for 
three- fifths of the economy 


inventory cycle is not yet 
forcing downward adjust- 
ment to employment and 
wage levels. As such, a shp 
into recession is unlikely”. 

Whether these factors win 
be enough to offset the busi- 
ness pessimism will-, hot 
become clear for several 
months. Meanwhile, single 
houses, including JP Mor- 
gan itself, are suggesting 
that bond yields could foH to 
L5 par cent soon. 

But the bond markets 
have often overshot before; 
Japan’s government has. 
every reason to hope they 
are behaving in a sfanflariy 
exaggerated fashion now. • 


HK joins 

China’s 

celebration 

Hong Kong celebrated 
China’s National Day for the 
first time yesterday with a 
sea of red flags, a military 
fly-by and a gala fireworks 
show, Reuters reports from 
Hong Kong. 

Fireworks lit up the night 
sky over Victoria Harbour, 
the world's busiest port, as 
China’s national anthem 
was played to start a 
two-day holiday which drew 
crowds of thousands to the 
water front 

People began gathering as 
much as six hours early for 
the HK$3Am (US$491,000) 
show, Involving 19,000 rock- 
ets fired into the night sky 
from four barges in Hong 
Kong’s harbour. 



A small boy watches flag-raising ceremonies an China's National Day yesterday 


Markets likely to be tough on Bangkok’s bid to finance restructuring of its financial system 

Thais plan $10bn bond issue to fund reforms 


By Tad Bardacke In 
Bangkok and Edward Luce 
in London 

Thailand is planning to issue 
up to HObn-worth of bands 
on the. global markets to 
finance restructuring of its 
financial system, govern- 
ment officials said yesterday. 

The issue, into what are 
expected to be tough market 
conditions, would be to fund 


a government-owned asset 
management company that 
will take over bad assets and 
some liabilities of the 58 
finance companies whose 
operations have been 
suspended, . .and perhaps 
same bad debts from com- 
mercial banks. 

The issue would be 
through the Export-Import 
Ran k and Industrial Finance 
Corporation of Thailand, two. 


state-owned financial institu- 
tions with experience In rais- 
ing capital overseas. 

Thailand's last big venture 
into the international capital 
markets was in April this 
year, when it raised $60Qm in 
Yanke e bands. The country 
has been downgraded by rat- 
ing agency Standard & 
Poor’s since, and the rating 
outlook remains negative. 

The spread an this band. 


which was not considered a 
successful issue, has nearly 
doubled to almost two per- 
centage points over US Trea- 
sury bonds since it was 
launched. 

Details of the plan, which 
is believed to have been 
based on extensive consulta- 
tions with investors and 
economists at the recent 
International Monetary 
Fund meeting in Hang Kang, 
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CROATIAN RADIO-TELEVISION, public corporation, Zagreb, 

De&nanova 10, is inviting 

PUBLIC TENDERS 

FOR THE SECOND STAGE OF THE CONSTRUCTION OF 
“CROATIAN RADIO-TELEVISION’S 
LARGE STUDIOS” IN ZAGREB, PRISAVLJE 3 

Public tenders are invited for the following segments of construction work: 

A. CivO Works 

B. The air-conditioning, ventilation and heating installations 
C Electric power installations 

D. Fire detection, fire-fighting and tetecommumcations installations 

E. Technological li ghtin g installations 

The Tender should be drawn up on the basis of die Tfcnder Documen t a ti on. 

The Investor also offers the possibility of submitting tenders for individual segments, and reserves the right of signing separate 
contracts, including the right of contracting for a reduced scope of the work. 

The bidders may collect the cost estimate and the Tbnder Documentation after paying 7,000 DEM for the complete offer or 
1 ,400 DEM for each segment of die construction work to Croatian Radio-Television ’s account number 30102-603-17676. 

The Tender Documentation can be collected at Croatian Radio-Television, The Constoiction and Maintenance Department, 
Prisavlje 3, Zagreb, Monday to Friday between 9 am and 2 pm. Please telephone 616-36-03 for an appointment and provide 
proof of payment The construction site and the Project Documentation can also be inspected, by appointment, at tins same 
address from August 25th 1997. The Technical Documentation and cost estimates are in Croatian. 

The bidding is open to all bidder from Croatia and abroad registered for carrying out the specified work. 

With respect to the current schedule, the work could begin in February 1998 and should be completed by November 1998. 

The tender must contain die following: 

- the name and address of the bidder; 

- the segment of the work that is being bid for, 

- proof of registration for undertaking the woriq 

- the fixed price for the work in Croatian kunas; 

- a completed original cost estimate; 

- date of completion of the work and warranty period for the completed work; 

- list of similar work undertaken by the bidder with references; 

- conditions of payment and the method for the settling of accounts; 

- a statement by a bank stating that it will provide a bank guarantee for 10% of the value of the contracted work for the 
satisfactory completion of contractual obligations, as well as a bank guarantee for undertaking work to remedy 
inadequacies during a period of 2 years from the date of the Technical Inspection; 

- credit rating certificate (BON- 1 and BON-2- issued not later than one month ago); 

statement to die effect foal the bidder has been informed of the work undertaken so far, and that be undertakes to carry out 
die work under these conditions; 

- unit costs far labour, material* and mechanisation; 

- tiie factor and percentage of manipulative costs for possible additional work; 
the dynamics of carrying out the contract - chart; 

- the dynamics of payment; 


suggested contract with the offered price; 

- . dale of expiry of foe offer (must not be earlier than February 28th 1998). 

9. Criteria for selecting the most favourable tender 

- general suitability of the bidder. 

- price and conditions of payment; 

- schedule for completing the work; 

- possibility of providing credit and credit conditions; 

- other advantages. 

10. The tenders m ust b e delivered by 2 pm on December 2nd 1997 in two sealed envelopes at the address: HR VATS KA 
RADIOTELEVEDA, RJ TEHNI KA. O djel izgradnje i odrzavanja objekata HRT, 10000 Zagreb, Prisavlje 3, ma rVp-A 
“PONUDA ZA EORADNJU VEUK3H STUD0A HRT - NE OTVARAT. Tenders that arrive after this time will not be 
opened. 

11. The lenders will be opened in public at noon on December 3rd 1997 in the offices of HRTs Construction and Maintenance 
Department, Prisavlje 3. 

12. All participants in the public bidding shall be notified of the selection of the most favourable tenders no later than 1 5 days after 
die decision is made. 

HRT reserves the right to accept or refuse any tender, or to caned the bidding and reject all tenders at any time before the contract 
is signed without being liable in any way with respect to die bidders who have been turned down, nor is he bound to explain die 
reasons for his decision. 


are stfll being worked out A 
full oatline af the issue will 
be presented on October 15, 
along with Thailand's much- 
predicted scheme to restruc- 
ture its financial system, 
officials said. 

■'Band analysts say that the . 
tlObh figure, which amounts 
to approximately 5.5 per . cent 
of gross domestic product, 
will severely test interna- 
tional appetite for Thai debt 
over the coming weeks. “If 
Thailand had difficulty per- 
suading investors to buy its 
$60Qm bond in April, how is 
it going to persuade inves- 
tors to buy $l0bn-warth?" 
asked a syndicate manager 
in London. 

Roger Lister, senior ana- 
lyst at Citicoip Securities in 
New York, said the move 
would catapult Thailand into 
the league of mainstream 
emerging market bond issu- 
ers. Unlike Latin America, 
most Asian countries, 
including Thailand, have 
until now been relatively 
small-scale borrowers on the 
international bond markets. 
The $10bn bond programme 
would almost double Thai- 
land's outstanding global 
bond obligations. 

“This will have major 
repercussions for Thailand's 
international standing," said 
Mr Lister. “Investors want 
uncertainty priced into bond 
spreads, which In Thailand’s 


case is very high at the 
moment'’ 

Most analysts believe the 
price tag far financial sys- 
tem restructuring will even- 
tually be in the range of 10 
per cent to 15 per cent of 
GDP, although if capital 
flows back into Thailand, 
and interest rates can came 
down, the ultimate figure 
could be significantly lower 
as bad loans would start to 
come good. 

Analysts said the success 
of the bond issue was likely 
to depend on whether Thai- 
land was able to meet its tar- 
get of a 1 per cent of GDP 
fiscal surplus next year 
suggested by the Interna- 
tional Monetary Fund. That 
surplus is designed to cover 
interest payments on money 
the government will have to 
borrow far its financial sys- 
tem dean-up. 

The privatisation of state 
enterprises is another expec- 
ted source of funds, although 
the deputy prime minister, 

Thaksin Shin a wa fra said On 
Tuesday he did not expect a 
master plan for privatisa- 
tions to be ready until at 
least March next year. Most 
analysts expect the govern- 
ment led by Chavalit 
Yongchaiyudh, the prime 
minister, will have called 
elections by then, thus 
delaying the privatisation 
process even further. 


NEWS DIGEST 


NTT to extend 
early retirement 

NTT, Japan’s largest telecoms carrier, has expanded its 
early retirement scheme in an attempt to strengthen cor- 
porate structure before its break-up into three separate , 
carrie r s in 1999. - ^ •- 

The newly enlarged scheme will extend an early retire- 
ment programme introduced in 1992 to more employees. 
Under the earlier scheme, only employees between the 
ages of 45 and 55 who have been with the company for 
over 10 years were eligible for early retirement benefits. 
The new scheme extends to employees between 40 and 57 
who have been employed by NTT far over 10 years. 

NTT said it had no. specific target for personnel reduc- 
tion but about 2,000 to 3,000 employees had signed up for 
its pyisting plan each year. The new plan will be in effect 
for iVr2 years from September. 

The company, which had an employee count of 185^500 
at the end af March, has been stepping up its personnel .. 
cuts in recent years, bringing the total to below 200,000 
two years ahead of schedule. Micftiyo Ndkomoto, Tokyo 

■ INDONESIAN CRASH 


Weather eases for searchers 

Heavy rain in Indonesia eased yesterday, aiding the 
search for the “black boxes" stiH missing after a aircraft 
crash that killed 234 people last week. Soldiers, volunteers 
and aviation investigators from Britain, the Netherlands 
and Indonesia searched the jungle highland crash site for 
the flight data and cockpit voice recorders that could shed 
light on what caused the crash. 

“The search could be more difficult and could take lon- 
ger than we had first thought." said the chief investigator, 
Oetargu Diran. Other searchers feared the black boxes 
might be buried under meters af mad. 

Meanwhile, the Indonesian air communications director 
is starting the first-ever audit of the national flag carrier, 
Garuda Airlines, to determine if it is complying with 
safety standards, local newspapers reported. 

Garuda has canceled all further Airbus flights between 
Jakarta and. Medan until the crash investigation is com- 
pleted. The communications minister, Haryunto Dhano- 
tuto, who is to charge of transportation, has said it could 
take eight months. AP-DJ, Buah Nabar. Indonesia 

■ AUSTRALIAN STRIKE 


Miners stop work at 52 mines 

Mare than 7,000 Australian miners began a 72-hour stppr 
page yesterday at 52 mines to the state of New South 
Wales, shutting down a third of the nation’s coal Indus- 
try. 

They were protesting at legal action taken by Rio Tin to, 
the mining giant, against pickets at a three-week-old 
strike at a mine in the Hunter Valley. 

The Australian Industrial Relations Commission was 
called on to stop the strike after fa*ik« called tor Bob Carr, 
premier of New Sooth Wales, between the miners’ union 
and Rio Tinto failed to resolve the dispute. 

John Maitland, general president of the Construction. 
Forestry, Mining and Energy Union, warned the stoppage 
could spread nationwide as others joined to protest 
against the government’s tough new industrial relations 
laws. The strike at Rio Tinto’s mine by 430 miners follows 
a six-week strike over work practices earlier this 
year. 

Miners at Atlantic Richfield’s Gordonstone coal mine 
in Queensland will meet today to discuss Friday’s 
announcement that more than 300 workers would be 
sacked. Elizabeth Robinson, Sydney 


BUSINESS 

WANTED? 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

+4401718733349 

Marlon 

Wedderbum 

+4401718734874 


GOVERNMENT OF THE REPUBLIC OF MACEDONIA 

INVITATION FOR EXPRESSION OF INTEREST 

FOR CONCESSION * 

Pursuant to the Act on Concession (“The Official Gazette of the Republic of 
Macedonia” No. 42/93), the Government of die Republic of Macedonia intends to let on 
usage construction and operation of toll roads to Republic of Macedonia for the 
following road sections: 

1. Corridor 8, (East-West); section Skopje-Tetovo (Motorway 35.7 km.) 

2. Corridor 10, (North-South); section Stobi-Demir Kapija-Udovo-Gevgebs 
(Motorway 75.5 km.) 

3. Corridor 10 - sub-section (North-South); Veles-Prilep-Bitola-C5recce; 

- section Veles-Prilep (national road 72.6 km) - 

- section Bitola-MedzitJia (national road 20.0 km) 

Prospective concessionaires are hereby invited to express their own interest 
To facilitate the evaluation of interested concessionaires’ capacities and experience; 
docu m e n tation submitted should in particular contain the following: . ' 1. ■ 

• general information on the concessionaire (organisation) 

• annual fin an c ial reports relating to the recent toree years (1994,1995and l996) 

® references of the experience gained in the impl em entation of project with ' similar ; 
nature and scope. • ' , -\ . : 

A written statement of interest may be submitted by.a concessionaire from any country. ■■ 

All information should be submitted in written form, written in English, pr Macedonian 
and in two copies of each document. 

The deadline for submission of all documentation is November 15, 1997 on flue 
following address: 

FUND FOR NATIONAL AND REGIONAL ROADS: 

' StiDameGruiev 14 - v“: 

. - 91000 Skopje; /• - .: ;• ••• •• •• V v; . 

Republic of Macedonia " r V . ' / . ; -v . 

Tel: +389 91 118-044 Faxr+389 91220-535 ^ V / 

e-mafl : tanjarn@lotiKjti pt-mm.iib 

Contort persons*. Tatjana Mfaovsfca and Ztate Manev • - • ' 
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NEWSs THE AMERICAS 


Pilot deal to Brazil tries to keep lights burning 


spur $14bn 
Airbus order 


By Richard Tomkins 

«n New York 

US Airways, the sixth 
biggest US airline, has 
reached a tentative agree- 
ment with its pilots’ union 
that opens the way For the 
company to confirm a $i4bn 
aircraft order with Airbus 
Industrie and implement 
plans for a big expansion. 

Reversing years of down- 
sizing and decline, US Air- 
ways plans to start new 
transatlantic services, set up 
a network of low-cost domes- 
tic services that will Qit.«h 
air fares on the US east 
coast, expand its airport hub 
in Philadelphia and establish 
a new hub in the Midwest 

The Airbus contract had 
played a key part in the 
negotiations because Step- 
hen Wolf, US Airways’ chair- 
man and chief executive, 
had threatened to let the 
order lapse , if the pilots' 
union failed to agree a new 
labour deal before it expired 
at midnight on Tuesday. 

The labour agreement now 
has to be ratified by the 
pilots, a process expected to 
take three weeks. Airbus has 
agreed to extend the dead- 
line for the order. 

The 400-aircraft contract, 
placed by US Airways in 
November last year, is the 
biggest won by Airbus, and 
represents a big foothold for 
the company in a US market 
dominated by Boeing. It 
includes firm orders for 120 
aircraft, orders for annfh«r 


NEWS DIGEST 


US output 
still strong 


The recent frenetic pace of US manufacturing activity 
slowed last month, though output remained on a firmly 
upward trend, according to an Influential survey of the 
nation’s purchasing managers. 

The National Association of Purchasing Managpmpnt 
said its main index, which measures activity in the 
manufacturing sector, dropped to 542 in September from 
the previous month’s 5643. It was the second straight 
monthly fall for the index and suggested the rate of 
growth of factory output may have peaked over the 
summer. The report lifted financial markets, as it 
appeared to ease fears that the recent strong growth 
might start to produce inflationary pressures, forcing the 
Federal Reserve to raise interest rates. 

Gerard Baker, Washington 

■ CANADIAN ECONOMY 

Central bank raises rate 

The Bank of Canada has raised its key interest rate in a 
pre-emptive strike against inflationary pressure, following 
indications that the Canadian economy is picking up 
momentum. 

The central bank raised its bank rate by 25 basis points 
to 3.75 percent - a day after a report that Canada's real 
gross domestic product rose 0.8 per cent in July, almost 
double the expected increase. The bank, which also raised 
its operating band by 25 basis points to between 3.25 per 
cent and 3.75 percent, said it acted on growing evidence 
that the Canadian economy was expanding rapidly and 
absorbing unused capacity. 

The bank said the economic momentum had occurred 
largely because of the substantial monetary support that 
had been provided to offset the effects associated with 
private and public sector restructuring. 

Scott ’Morrison, Vancouver 

■ CHILE BUDGET 

Fiscal surplus foreseen 

The Chilean -finance minister. Eduardo Aninat, presented 
Congress yesterday with a balanced budget for 1998. with i 
an estimated fiscal surplus of 445 per cent of gross 
domestic product. However, the growth rate of 
government spending at 7.4 per cent will again run ahead 
of projected GDP growth next year of 645-7 per cent 
Jos£ Yafiez, a fiscal expert at the University of Chile, 
said this was “the wrong signal” from a government 
which was committed to reducing annual inflation to 3 
per cent and which urges the private sector to practise 
austerity. 

Social spending has increased steadily over the past 
seven years since the return to democracy in 1990, and in 
next year’s budget it represents 72 per cent of the total 
$20bn. This year’s budget debate will be influenced by 
congressional elections in December. 

Imogen Mark, Santiago 

■ ACCOUNTING STANDARDS 

Warning on derivatives 

Susan Phillips, a member of the Federal Reserve board of 
governors, told the US Congress yesterday that a proposal 
on derivatives rules by the Financial Accounting 
Standards Board (FASB) might discourage good risk 
management, flail to improve transparency and be costly 
Ms Phillips also hinted to the House sub-committee on 
capital markets, securities and government sponsored 
enterprises that the plan Could be costly. “The proposal 
m.i v cause significant systems changes for institutions 
that hedge with derivatives,” she said, adding they would 
come as companies must also make systems changes to 
accommodate year 2000 issues. 

The controversial rules on accounting for derivatives 
financial instruments with a value based on an 
underlying asset or commodity - have already, come 
under fire from the Fed chairman. Alan Greenspan, and 
some members of the banking co mmuni ty. 

But Arthur Levitt chairman of the Securities and 
Exchange Commission, which oversees the FASB, 
supports them. He argues the rules are necessary to neip 
investors better understand the finances 
they invest in. ^ r ‘ ^ 

Editorial Comment, Page 17 


W hen Pope John 
Paul visits Rio de 
Janeiro over the 
next few days, it is just pos- 
sible the lights will go out in 
Sao Paulo and everyone will 
reach for candles. If so. the 
cause will be Brazil’s creak- 
ing electric power network 
rather than divine interven- 
tion. 

Sao Paulo State faces the 
risk of power cuts until the 
clocks go forward to mark 
the beginning of Brazilian 
summer time. And with the 
Pope setting off today on his 
trip to the world’s largest 
Roman Catholic country, the 
Brazilians have put off the 
complication of switching 
from summer time until next 
Monday, the day after his 
departure. 

“Peak demand is 5 per 
cent higher in winter than it 
is in summer.” says Mauro 
Arce, a director at CESP, the 
state’s electricity generation 
company. “We could still see 
some problems before the 
hour changes.’’ 

SSo Paulo’s papal dilemma 
is not unique: in several 
other places around the 
country the system is not far 
from breaking point 
With demand for electric- 
ity growing at around 5-6 per 
cent a year. Brazil could suf- 
fer serious power shortages 
or rationing in the coming 
years, which would damage 


120 subject to confirmation, 
and orders for 160 more, to 
be scheduled at a later date. 

For US Airways, the deal 
ends more than a year of 
negotiations with its pilots’ 
union, during which Mr Wolf 
had warned that the com- 
pany had no future as a 
large airline unless it could 
get its costs at a more com- 
petitive level. 

A key feature of the 
deal will allow US Airways 
to set up a low-cost airline- 
wi thin -an-air line, dubbed 
US2 in the negotiations, 
which wilt be able to com- 
pete on short-haul domestic 
routes with low-cost compet- 
itors such as Southwest Air- 
lines and Delta Air Lines* 
Delta Express subsidiary. 

Pilots working for the low- 
cost airline, which will 
account for up to 23 per cent 
of US Airways* total flying 
time, will have their pay cut 
to 1 per cent above the level 
paid by Southwest and Delta 
Express. The other US Air- 
ways pilots will get 1 per 
cent more than pilots work- 
ing for the four biggest US 
carriers. The pilots will be 
compensated with US Air- 
ways stock or a share of the 
company’s profits. 

• United Airlines, the big- 
gest US carrier, said it had 
reached a tentative agree- 
ment with its pilots’ union 
that would let the airline’s 
United Express commuter 
airline partners start flying 
regional jets as well as pro- 
peller-driven aircraft. 


Brazil electric power sell-offs 
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its economic prospects. 

The government has taken 
a number of imaginative 
steps to avert a crisis. 
Reflecting the new spirit of 
co-operation in the region, 
Brazil has contracted to buy 
large quantities of energy 
from Argentina. It is also 
constructing a transmission 
“super-line” to bring excess 
power from the north to the 
industrial south. 

But the only real solution 
is new generation capacity. 
Analysts estimate Brazil 
needs investment of US$6bn 
a year just to keep up with 
rising demand. 

It is this need for new 
funds that is motivating the 
government to push a huge 




and rapid privatisation pro- 
gramme of the energy sector. 
Almost every state-owned 
power distribution and gen- 
eration company will be put 
up for sale over the next two 
or three years. 

Jose Pro Borges, head of 
privatisation at the National 
Development Bank (BNDES1. 
estimates the sales will raise 
US$45bn - the largest priva- 
tisation exercise in Latin 
America. 

Four distribution compa- 
nies have already been sold, 
along with one generation 
company. Cachoeira Dour- 
ada in Goins State. 

Sao Paulo, which has an 
energy network larger than 
Argentina, is scheduled to 


5 -Ar- 10 




begin its privatisation pro- 
gramme in November with 
the sale of CPFL. a distribu- 
tion company, for a mini- 
mum price of R2.1bn 
<US$1.9bn). The sale of the 
four Eletrobr&s generation 
companies is due to start 
early next year. 

But simply selling the 
companies is not enough. 
The government also needs 
to put in place a structure 
for the industry which will 
encourage new investment 
after privatisation. 

In June, it published an 
outline model put together 
by its advisers. Coopers & 
Lybrand, and it is trying to 
agree a final blueprint with 
the interested parties before 


the sale of the big generation 
companies can commence. 

Yet the process is being 
held up by a number of polit- 
ical battles between vested 
interests over the future 
shape of the sector. The reso- 
lution of these conflicts 
could have a profound influ- 
ence on future development 
of the Industry. 

One of the toughest fights 
concerns the future of the 
transmission system. 
Although it may be priva- 
tised in the long term, bank- 
ers say Eletrobr&s is trying 
to keep transmission under 
its control meanwhile. 

However, the BNDES 
wants the network to be 
leased to an independent 


operator, which would be 
responsible for all dispatch 
and billing and which would 
keep transmission tariffs at 
a low level. This would 
encourage generators to 
expand capacity in the 
knowledge that excess sup- 
ply can be cheaply and effi- 
ciently transferred to other 
areas of the country, 

“Potential buyers of gener- 
ation assets cannot work out 
the marginal cost of new 
investment without knowing 
what the transmission costs 
are,” says a banker involved 
in the privatisation process. 

The other key issue still 
not settled is the future of 
generation rates, which are 

low in Brazil by interna- 
tional standards - generally 
below US$35 per MWh. 

The higher the price, the 
greater the incentive to 
install new capacity and the 
higher the bids tbe govern- 
ment will receive from priva- 
tisations. But the govern- 
ment has to balance these 
benefits with the economic 
impact of higher rates on 
industrial competitiveness 
and the political effect on 
consumers. 

The structure of the con- 
tracts between generators 
and distributors will deter- 
mine the future direction of 
rates. 

Geoff Dyer 
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NEWS: WORLD TRADE 


Yeltsin hits at US threat on Iran ° nli . ne 


NEWS DIGEST 


By John Thornhill in 
Moscow, David Owen in 
Paris and Guy do Jonquieres 
in London 


Russian President Boris 
Yeltsin yesterday con- 
demned US threats to act 
against a $2bn gas deal with 
Iran, as France adopted a 
more emollient tone. 

The US is investigating 
the deal, in which Total of 
France. Gazprom of Russia 
and Petronas of Malaysia are 
partners, under the iran- 
Libya sanctions acL The law 
calls for sanctions on foreign 
companies investing more 
than $20m in Iran's energy 
industry. 

“Russia, France, and Iran 
are all independent freedom- 
loving states and it is imper- 


missible for others to inter- 
fere and dictate which docu- 
ments we can sign and 
which we cannot," Mr Yelt- 
sin said. 

France appeared to soften 
its public line in a foreign 
ministry statement which 
emphasised its attachment 
to “Franco- American friend- 
ship" and its “fierce determi- 
nation” to fight terrorism. 

But the ministry also 
stressed that its general 
stance towards Iran, which 
it characterised as a “critical 
dialogue without compla- 
cency”, was identical to the 
European Union's position. 

Paris said this tied Iran's 
re-admission to the interna- 
tional community to four 
conditions: its attitude to 
terrorism, respect for human 


rights, respect fin 1 the Middle 
East peace process; and will- 
ingness to abide by interna- 
tional conditions relating to 
weapons of mass destruc- 
tion. 

The foreign ministry did 
not comment directly on 
France's likely response to 
US suggestions that Wash- 
ington might grant Total a 
waiver from sanctions legis- 
lation if the EU took a 
tougher stance towards Teh- 
ran. Some French officials 
suggested privately that one 
response might he to delay 
further the return to Tehran 
of EU members' ambassa- 
dors, who were recalled after 
a German court ruling in 
April that Iran was behind 
the 1992 killings in Berlin of 
Kurdish opposition, figures. 


There were also indica- 
tions that attempts might be 
made to portray this 
month’s European Commis- 
sion decision to block 
imports of pistachio nuts 
from Iran as one example of 
a tougher stance. The deci- 
sion came after batches of 
contaminated nuts were dis- 
covered. 

But there was scepticism 
in other European capitals 
over whether such gestures 
would be enough to satisfy 
the US. President Clinton 
told Congress last week the 
EU still had to do more to 
apply pressure to Iran to 
qualify for a sanctions 
waiver. 

It is widely acknowledged 
that Mr Clinton needs a 
credible package of conces- 
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By Mtchiyo Nakamoto 
in Tokyo 








Yeltsin: *Others cannot 
dictate what we sign’ 


slons from Europe in order 
to resist pressure in Con- 
gress to impose sanctions. 


EBRD funds cellphone 
network in Romania 


Big Three in 
Super 301 talks 


By Kevin Done, East Europe 

Correspondent 


The European Bank for 
Reconstruction and Develop- 
ment and a syndicate of 
commercial banks are today 
expected to complete the big- 
gest private sector project 
financing yet agreed for 
Romania to fund the devel- 
opment of one of two rival 
national mobile telephone 
networks. 

The banks are providing 
yi9Gm to MobiFon, which is 
planning to invest $370m 
during its first three years of 
operations, to build a GSM 
phone network across 
Romania 

MobiFon, 60 per cent 
owned by Telesystem Inter- 
national Wireless of Canada, 
was awarded one of two 
GSM licences by the Roma- 
nian government in Decem- 
ber last year. It claims to 
have achieved the fastest 
start-up of any mobile phone 
operator in the world and 
launched its initial service 
in April in 10 cities. 

MobiFon, which operates 
under the brandname Con- 
ilex GSM. covers around 35 
per cent of the Romanian 
population and is planning 
to raise this to 89 per emit by 
the end of 1998. 


It is feeing fierce compe- 
tition from rival operator 
Mobil Rom, 51 per cent 
owned by France Telecom 
and which launched its net- 
work in June. 

Demand for mobile ser- 
vices in Romania has 
exceeded the most optimistic 
forecasts of the two GSM 
operators. MobiFon, which 
expected to gain about 25,000 
subscribers by the end of the 
year, has doubled this fore- 
cast to more than 50.000. 

Romania still has one of 
the most underdeveloped 
telecommunications net- 
works in central Europe, but 
the service is expected to 
improve rapidly by the end 
of the decade, supported by 
the planned privatisation of 
Rom Telecom, the national 
telephone utility. 

Telecommunications is 
expected to be at the fore- 
front of a surge in foreign 
investment as Romania 
seeks to catch up with 
reform in other east Euro- 
pean countries. The financ- 
ing for MobiFon is a signifi- 
cant step involving 
international banks in pri- 
vate sector financing, partic- 
ularly for loans with long 
maturities. There will also 
be a four-year grace period 
for repayment of principal. 


Under a complex deal, the 
EBRD is providing a $65m 
nin e-year loan as well as 
810m of quasi-equity. Under 
the same terms, the Export 
Development Corporation, 
the Canadian export promo- 
tion agency, is to provide a 
$25m loan and the Nordic 
Investment Bank. 820m. 

Separately, a $70m loan 
with an eight-year maturity 
Is to be provided by a syn- 
dicate of commercial banks 
including ABN Amro. Credi- 
tanstalt. Canadian Imperial 
Bank of Commerce. De Nat- 
ional Investeringsbank of 
the Netherlands. Raiffeisen 
Zentralbank, Union Bank of 
Switzerland and Dresdner 
bank. 

The EBRD, which has 
been the sole manager of the 
syndication, is increasing 
the scope of its activities in 
Romania, ' which has over- 
taken Poland and Hungary 
to become its second largest 
country of operations in 
value terms. 

Mobil Rom is negotiating a 
separate financing deal with 
the International Finance 
Corporation, which has 
approved a (170m package 
including 8 120m of syndi- 
cated loans, a $40m IFC loan 
and 210m of quasi-equity 
also from IFC. 


By Nancy Dunne 
in Washington 


President Bill Clinton will 
today meet the Big Three US 
vehicle makers at the White 
House to discuss their con- 
cern about trade and foreign 
markets. 

The meeting follows yes- 
terday's release by the US 
trade representative of the 
so-called “Super 301" list of 
nations accused of unfair 
trading practices. South 
Korea was placed on the 
“watch list”. 

Mike McCurry, White 
House spokesman, said the 
meeting between Mr Clinton 
and the chief executives of 
General Motors, Ford and 
Chrysler would be about 
trade, the opening of US 
markets for foreign vehicle 
makers, the general status of 
the economy and any other 
issues the industry might 
want to discuss. 

US vehicle manufacturers 
have become increasing 
alarmed about their market 
share in Japan. Sales there 
have dropped by 15.4 per 
cent from January to July 
this year compared to the 
same period in 1996. Sales in 
July 1997 fell 23.5 per cent 
against July 1996. 

The American Automobile 


Manufacturers Association 
said Japan was lagging 
behind the “expectations" of 
the 1995 bilateral motor 
trade pact 

It urged the trade repre- 
sentative to identify prac- 
tices impeding the agree- 
ment's success as actions 
that may in future warrant 
identification on the Super 
301 list 

However, Japan's domestic 
car sales have been dropping 
since the introduction of a 
consumption tax on April 1. 
Tokyo said yesterday domes- 
tic car sales fell 9J per cent 
in the six months to Septem- 
ber compared to the same 
period in 1996. 

All the major Japanese 
vehicle companies reported 
declines in sales during Sep- 
tember, except for Suzuki 
and Fukji Heavy. 


Ford said the companies 
wanted to discuss climate 
change at their meeting with 
the president 
Mr Clinton is under strong 
foreign pressure to agree to 
more stringent levels of 
greenhouse gases, and the 
car companies fear a tougher 
regime will make them their 
products more expensive 
and less competitive over- 
seas. 


NEC of Japan is planning to 
set op a supercomputer ser- 
vice business - possibly in 
Canada - in order to stay in 
the US market, after US 
authorities imposed 454 per 
cent anti-dumping duties. 

“What users want is not 
the supercomputer itself but 
speedy and accurate calcula- 
tion services provided by 
advanced computers," said 
Yukio Mizuno, in charge of 

technology strategy at NEC. 

The move comes as NEC is 
poised to appeal against a 
ruling by the US Interna- 
tional Trade Commission to 
impose punitive duties on 
Japanese supercomputers. 
The ITC found for Cray 
Research, which filed a com- 
plaint last summer aryqsing 
NEC of winning an order 
from the National Science 
Foundation at a loss of $6m. 
The order would have been 
the first US government pur- 
chase of a foreign- super- 
computer. 

The Japanese government 
plans to ask the US govern- 
ment to clarify the process 
behind the decision. The 
investigations conducted by 
the US government "lacked 
transparency” said Mitsuo 
Horiuchi, minister, of inter- 
national trade and industry. 

The ITCs ruling has made 
it impossible for Japanese 
supercomputer manufactur- 
ers to do business in the US 
market 

However, NEC will try to 
cultivate customers in the 
US by taking on orders for 
scientific calculations and 
ggnrfirrg clients the results 
on-line. “Supercomputer 
business will in future be 
centred on services using 
networks, so trade friction 
over exports of hardware 
will become meaningless." 
Mr Mi-ninn said. 

Japanese supercomputer 
makers are not expected to 
suffer significant business 
loss, however, since most of 
them do not have much of a 
track record in the US mar- 
ket anyway. 


NEWS: INTERNATIONAL 


Ailin g Hamas leader freed ‘in shady deal’ 


By Judy Dempsey 
in Jerusalem 


Israel yesterday released 
Sheikh Ahmad Yassin, the 
spiritual leader of Hamas, 
the Islamic Resistance 
Movement, and immediately 
deported him to Jordan amid 
speculation of a deal 
involving the return to Israel 
of two alleged Mossad 
intelligence agents. 

The Israeli army said 
Sheikh Yassin was pardoned 
and released due to his 
"long-standing and 
deteriorating" medical 
condition. The Hamas leader 


was jailed for life in 1989 for 
complicity in the kidnapping 
and murder of two Israeli 
soldiers. 

Palestinian and Hamas 
officials condemned the 
deportation, saying Israel 
had arranged a “shady” deal 
with Jordan in order to 
release two alleged Mossad 
agents who they claim were 
involved in last week's 
botched assassination 
attempt on KhaJed Meshal, a 
Hamas leader living in 
Jordan. 

Samir Mutawae, Jordanian 
information minister, said 
there was "no connection 


between the two events". 
The two men, carrying 
Canadian passports, were 
being interrogated, he added. 

Israeli officials, declined 
comment on any deal. “I 
have nothing to \ say," said 
Moshe Fogel, the 
government spokesman. He 
admitted, however, that 
Israel did not want Sheikh 
Yassin, aged 61. to die in 
prison since “he would have 
been turned into a martyr 
and we feared 
repercussions". 

This is the second time in 
six months that Israel has 
used Jordan to deport 


Hamas leaders. Last May, 
the US deported Musa Abu 
Marzook, a senior Hamas 
official, to Jordan even 
though Israel had repeatedly 
demanded his extradition, 
only to refuse to accept him 
once the US agreed. 

“Israel always exports its 
problems and 1 think it 
wants to export the health 
problem of Sheikh Yassin,” 
said Mr Abu Marzook. 
addin g that the failure of the 
Mossad operation had 
influenced events. 

He said he believed Israel 
was also trying to sow 
divisions between Jordan 


and the Palestinian 
Authority after the PA's 
requests for Sheikh Yassin’s 
release had been repeatedly 
turned down. 

King Hussein was 
apparently furious with 
Israel over the assassination 
attempt on Mr Meshal, 
although he refrained from 
directly naming it. If the 
claims are true. Israel risks 
further undermining the 
already strained relations 
with its closest Arab ally. 

“We will not accept that 
our country be a base for 
conspiracy against anyone," 
the king said in a speech on 


Tuesday in which he also 
called for the release of 
Sheikh Yassin. 

The speed with which 
Israel responded to King 
Hussein's request suggests a 
well co-ordinated decision. 
Within hours, a Jordanian 
medical helicopter had flown 
to the prison near Tel Aviv 
and brought back Sheikh 
Yassin, with an Israeli 
military escort to the 
Jor danian border. The king 
personally greeted the 
Hamas leader. Sheikh Yassin 
said he would be coming 
back to Gaza soon after 
treatment in Jordan 


How to sell the world’s water industry 


Water is the poor relation of privatised 
industries. John Barham examines why 


Estimated global water demand and consumption* 


Reswvofc- losses 275 


W ater is the last 
frontier in privati- 
sation around the 
world- Governments are sell- 
ing off power stations, tele- 
phone networks and other 
infrastructure, but water 
languishes as the pom: rela- 
tion of public utility busi- 
ness. 

Although water is often 
regarded as so basic to 
human life that it cannot be 
treated like any other com- 
modity, it is becoming so 
scarce in some developing 
countries that it now com- 
mands high prices. 

Declan Duff, a director at 
the International Finance 
Corporation OFC), the World 
Bank's lender for private 
sector projects, says the poor 
are prepared to pay very 
high prices for water. In 
Haiti, they spend 20 per cent 
of their income on water 
bought from local vendors. 
Elsewhere the rate varies 
between 5 and 9 per cent 
However, few govern- 
ments accept that the laws 
of supply and demand 
should balance the needs of 
consumers with available 
water resources or allow 
companies to finance invest- 
ments by making profits. Yet 
water supplies dwindle as 
populations grow, the pace 
of urbanisation accelerates 
and climate change affects 
reliability of water sources. 

At an International confer- . 
ence on the water Industry 


in Istanbul this week, Mr 
Duff said that by 2025 about 
lbn people could suffer 
water shortages unless gov- 
ernments adopted “radical 
change" to ensure reliable 
water supplies. 

Many governments lack 
the financial and manage- 
ment muscle to embark on 
large investments, yet are 
reluctant to start full-scale 
privatisation which would 
impose the rigours of market 
pricing on consumers. The 
World Bank says poor coun- 
tries should spend $600bn on 
water in the next 10 years. 

Few other public services 
are as politically sensitive as 
water. This means that tech- 
niques developed to privatise 
electricity or telephone utili- 
ties are rarely directly appli- 
cable to water. 

David Suratgar. deputy 
chairman of Morgan G renfell 
International, a London- 
based investment bank, says 
sources of finance for water 
are virtually the samp as 
those for power, ports, tun- 
nels and roads. The water 
industry, however, presents 
sped al risks that make such 
projects unique. 

Financiers at the confer- 
ence say most water privati- 
sations tend to be too politi- 
cally, economically and 
financially risky for banks 
or capital markets. Finding 
finance for existing water 
networks is hard because 
they offer limi ted security to 


lenders. Banks cannot dig up 
pipes to recover loans. New 
greenfield projects are just 
as hard to finance because 
they normally require little 
imported equipment finance- 
able by soft loans from 
export credit agencies and 
have no proven income 
stream. However, a handful 
of utilities, led by British 
and French water compa- 
nies, have signed deals in 
developing countries to man- 
age existing water systems 
or build new ones. 

In Turkey. Thames Water 
of Britain, is leading an 
2864m greenfield project to 
provide drinking water to 
1.2m people in the dty of 
Izmit, 100km east of Istan- 
bul. In Buenos Aires. Lyon- 
oaise des Eaux. the private 
French water company, took 

over the entire network as a 
concession. 

The Buenos Aires privati- 
sation demonstrated how 
quickly private management 
can reverse decades of 
decline. Within months the 
new operators made 640,000 
new connections, while rais- 
ing both the quality and 
quantity of the water supply. 
Wider economic reforms, fis- 
cal stability, sound regula- 
tion and strong federal gov- 
ernment support were 
essential to the project’s suo- 
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The Izmit project took 
seven years to negotiate, but 
broke new ground in financ- 


ing. It is the largest private 
water project in the world 
and the first to be built 
under Turkey's build-oper- 
ate-transfer rules. These 
allow a contractor to build a 
project and operate it to turn 
a profit before transferring it 
to- the state. Izmit is to 
revert to the state 15 years 
after it begins operation. 

Thames put together a 
consortium of local private 
contractors, the municipality 
and two Japanese tradin g 
houses which raised debt 
finance guaranteed by the 
central government for 85 
per cent of the project's cost 

Although the number of 
water-related privatisations 


or private management 
schemes is increasing, they 
are still small in relation to 
power or telecoms privatisa- 
tions and small in relation to 
the size of the public indus- 
try. 

However, Bill Alexander, 
chief executive of Britain’s 
Thames Water, expects 
highly profitable, if risky, 
overseas contracts mainly 
from Asia to provide 10 per 
cent of bis company's earn- 
ings by the year 2000. 

The IFC’s Mr Duff 
suggested governments and 
lenders could limit risk by 
introducing more guarantees 
and non-commercial risk 
insurance. Local authorities. 


criticised in many countries 
for inefficiency, excessive 
interference In their water 
companies and lax flnnnrial 
discipline, should adopt 
international accounting 
methods and submit to grad- 
ings by international credit 
rating agencies. 

But this is no substitute 
far public policy and market- 
oriented reform, and neither 
can it substitute putting a 
market price on water, the 
most basic reform. 

By making water valuable, 
governments can improve 
conservation, increase sup- 
plies and even make water 
as glamorous as telecoms 
and power. 




The European Commission yesterday proposed an end to 
operating aid for the European Union's shipbuilding sec- 
tor after 2000; this would take effect whether or not a deal 
in the Organisation for Economic CcM>peratianand Devel- 
opment to cut most state support comes into force. 
Tncfearf, other kinds of support, such as investment aid. 
and support for research and development win be granted 
to boost the industry's strength on world maikete whera 
it fa c ^ s competition from Korean and Japanese shi pyard s. 

Martin Bangemann, European industry commissioner, 
said state support should improve the sector's competi- . 
tiveness rather than just finance new ships. Under cur- 
rent rules, governments are allowed to grant shipyards , 

aidetf up to 9 per cent of a ship's contract value. 


aid of up to 9per cent ot a snip s camraci vaiue. 

But the Commission said operating aid distorted compe- 
tition and resulted in significant costs for EU member' ; 

chnnU /ml tt remain lezal until the Hid of 2000- 


states, and should only remain legal until the mid of 2000. 

Between 1990 and 1985, EU governments granted operat- 
ing aid worth EcuSfan ($5^bn). “It is proposed that instead 
the focus should be switched to other forms of support,- 
such as investment aids for innovation better geared ; 
towards encouraging industry to adapt to the challenges 
it feces,” the Commission said. • 

If adopted by EU industry ministers, the rules on smp--_ 
yard support would take effect on January 1, 1999, unles s 
an OECD agreement to cut most state aid is implemented 
before then. Reuters, Brussels 


FAST-TRACK LEGISLATION 


Economists issue warning 


The US w31 hurt poor countries and impede freer world , " j 
t rade if it includes requirements on labour and environ- 
ment standards in the fast-track trade legislation 
requested by President BID Clinton, more than 50 US 
international economists said yesterday. 

They said US insistence on such requirements, in the 
fece of wide international differences about appropriate - 
standards, would “slow down or even possibly halt the ' . 
opening up of world markets through trade-tiberahstog 
negotiations.” 

The World Trade Organisation was not equipped to 
address human rights and environments! issues, and 
introducing them into the WTO would reduce its effec- _• 
tiveness in promoting open markets. ' 

The signatories included Robert Baldwin, Jagdlsh Bhag- 
wati, Grossman, Aime Krueger, Ed Learner and Rob- 
ert Stem. Guy de Jonqui&es, London 


SAUDI PETROCHEMICALS 


ABB wins $500m contract 


ABB, the Swiss-Swedish engineering group, has won a 
3500m. construction contract to increase the capacity of 
the Yanpet Petrochemical Complex in Saudi Arabia: The 
complex is a joint venture between Mobil Yaxtbu Petro- 
chemicals, a subsidiary of Mobil, and Saudi Basic Indus- - 
tries Corporation (SABIC), the largest petrochemicals pro- 
ducer in the Middle East 

Under the contract ABB will build an ethylene plant 
with an output of 800,000 tonnes a year, doubling the 
evigting facility in the complex. The plant is scheduled to 
be completed by 2000. Earlier this year ABB wan a $150m 
contract to build an electricity sub-station in Gubail in 
the Arabian Gulf. Arkady Ostrovsky, London 


NEWS DIGEST 


UN rejects 
Gulf war claim 


The United Nations body dealing with reparations to Gulf 
war victims has disallowed the bulk of an Egyptian gov- 
ernment claim on behalf of more than im workers who 
lost remittances at the start of the war. 

The commission endorsed an expert panel report recom- 
mending payment of $84.4m covering 224,000 workers, less 
than a fifth of Egypt’s original claim for $491m on beh alf 
of lJ24m individuals. 

The claim related to remittances deposited by Egyptian 
workers in Iraqi banks for transfer to Egypt, which were 
lost when Iraq invaded Kuwait in August 1990. However, 
the panel said only remittances deposited in the month 
before the invasion qualified far reimbursement a month 
being the average time for a deposit in Iraq to arrive in 
banks in Egypt. 

The commission, set up in 1991, Is working its way 
through claims totalling $2Q0bn from individuals, compa- 
nies and governments seeking compensation for losses 
suffered by Iraq’s invasion of Kuwait or its six-month 
occupation. - ■Frances Williams, Geneva 


RWANDAN MASSACRE 


UN pulls out investigators 


A United Nations team sent to Congo, formerly Zaire, to 
investigate the alleged massacre of thousands of Rwandan 
Hutu refugees is bring withdrawn following a further bid 
to hinder its inquiry. President Laurent Kabila has raised 
repeated objections to the inquiry but, in late August, 
Bizzma Karaha. Congo’s foreign minister said the investi- 
gation could proceed. However, new objections were 
raised yesterday and the UN said that for more than a 
month the 23 investigators had been unable to leave Kins- 
hasa. Michael Littlejohns, Neto York 


NIGERIAN POLITICS 


Abacha seeks backing 


Sard Abacha, Nigeria’s military ruler, yesterday con- 
finned his grip an power after rumours of sickness," but 
did nothing to end uncertainty over, his own ambitions or 
political detainees. Gen Abacha, In a broadcast marking 
37 years of independence from Britain, told dissddente ; to 
back his plan to restore civil rule next year. He did hot - 
say if he would stand in the elections he has decreed. 

The general did not attend, yesterday's traditional inde- 
pendence day parade, with no 'Official explanation given. : 

It was the first time in many years that a Nigerian head . 
of state missed the display, though Gen Abacha rarely 
appears in public. ; Y 

Many Nigerians had advised Gen Abacha, who seized 
power amid the chaos unleashed by the annulmrirt of a 
presidential election in 1993, to announce the release of "i 
the presumed winner of the annulled poll, Mdshood Abi- 
ola. , .... "V 

Under Gen Abacha’s transition programme, he will. . 
hand over to an elected president this time next year, and 
some political commentators have said freeing detainees . 
would lower the political temperature and allow for nego- 
tiations to resolve thepolitical impasse peacefully. 

Mass opposition has dwindled id the- face of detentions 
and police suppression of demonstrations. Political ana- 
lysts say interest in tte transition pfenis also low, and 
Politicians are wary of openly declaring presidential ambi- 
tions until they know whether they would have to chal- 
lenge Gen Abacha. Reuters, Abujq 


w 


i *:,r .a. -■./ 


* , 


k /* ir» «*, . 

\ i i *. . - 

’ W - 


"•'CTi-.rv 

y 


?; 7 -!?• . 












aid 


JfeStei 

Ss«‘--AV 


m mi nr^ ,. .. 
fcg***.* - • : 

f«M| 

isV: ;.• 
t’.-* ...H 

PMM**- «*$ . 


Lrfcr:.-. 


RWhri •,-. ,. 

pPC% flfl c j;.: : . - "'. ^ 

*'Jb«W V li- - 


pW£ warning 

SijKl »' «&--' iS.>.;, 

h . • • A ’"• 

WHQdu! ■ ■ 

States 

ggt ♦■•rttfTisr. 

«.-:#> jfcp>« - .., 

I ^MVm3i'ii*. v ' .-..-j - •■ — 
i«i«:tw.':.-.. .'*: '.r* 
Irtr'flbK-Ji:- • ••'• .7" 


wv . - .. 

i-WTrtv--..,- 

(►ifcUt--; 

.v.* ..-• 

vv."! ' '.. I- ... 


iSBCAi: 


contract 


***«-'•• -•- ■'''- .J 


— ( CWj Bga: - 

AM* .-.- 

T.A -•• • 
- •■'■•* 

&i&*y^ •■•:• 

?•*•:• AS..! 


gar claim 


***«**-*. V 

«»£ tf«* !'•■•- ' 
Ififr-gr-** •; 

:‘* ;- 

if?**? '** 


■Witte* 1 


«aM *• ■ - 


#«***' 


Invest i£ J,or> 


***** ** '• 

FjgMI** ” * 

i«*EJsr w ' 


gS***** 

Tpr.V- 


SS**7 






^inanciajl times Thursday October 2 1 997 


'■ • ■■• > - ■• ii. - 


SIEMENS 

NIXDORF 





L 


*S5g 



NEWS 





I? ^v* 


• ! » 4 rtr>«'A VI 

... «aJ 



Modern information technology 
is a crucial success factor in 
today's global competition. Often 
enough, fast, secure access to 
the right information offers a key 
competitive edge. Which is why 
Siemens Nixdorf is pursuing 
a clear philosophy: Custom-tai- 
lored concepts that put the focus 
squarely on the user and his busi- 
ness processes. 

Fast application development, 
efficient systems integration and 
global networking are the center- 
pieces in this context. And the 
concept is supported by a broad 
portfolio of infinitely scalable 
hardware that ranges from net- 
work PCs all the way to clus- 
tered high-end computers. To 
produce open IT solutions that 
flexibly interlink the standard- 
ized components and open up 
new opportunities for the user. 
For banks or telecoms, govern- 
ment agencies, manufacturers, 
retailers or transportation pro- 
viders - User Centered Comput- 
ing means: Solutions that make 
for a perfect fit. For users from 
all industries. Around the globe. 
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Rome: Workflow concept puts new life into Telecom Italia's 
customer service. 


Telecom Italia is gearing up for 
the pan-European market with 
a comprehensive reengineering 
project^ which includes a new 
workflow management system 
that focuses on customer service 
for personal subscribers. 

This workflow solution integrates 
all office applications, which had 
previously fun on different sys- 
tems. The result Flexible and . 
highly efficient processes and on- 
going availability of all required, 
data on a consistent user inter- 
face. Which means that the staff 
at Telecom Italia can now focus 
even more intensively on their 
core activity, customer service., _• 
and do a faster job of.responding 
to change: 

The new software platform is the 

WorkParty Enterprise Edition 
from prime contractor Siemens 
Nixdorf, who also introduced a 
special UNIX* based client/server 


architecture for the project. In 
addition to the RM1000 control 
server, the concept also includes 
an RM400 communication server. 
2£00 workplaces in the customer 
service organization have already 
been, equipped with networked 
Pentium Pro PCs. 

Now that the pilot phase at head- 
quarters has been successfully 
completed, the project is being 
expanded to include the organi- 
zation's other locations. 


Kuala Lumpur: Malaysia's largest electric utility 
uses the world's first R/3-based billing system. 


Tenaga Nasional Berhad (TNB) 
is playing a key role in indus- 


largest utility employs a workforce 
of 23,000 people and supplies 
electricity to some four million 


trializing Malaysia. The country's business and private customers. 

To optimize its internal processes, 
TNB opted for an end-to-end 
IT solution and for Siemens 
Nixdorf as the prime contractor. 
The aim, first and foremost, was 
to streamline billing operations 
and speed up its cash flow. 
Siemens Nixdorf developed the 
"Customer Information and 
Billing System" (CIBS) for TNB, the 
world's first R/3*-based nation- 
wide billing system. 

After installing the network, com- 
prising 135 systems in 113 loca- 
tions, Siemens Nixdorf then 
reengineered TNB's internal 
processes and trained its staff. 
Maintained by Siemens Nixdorf 
experts, CIBS assures smooth 
and efficient corporate proces- 
ses: From meter reading to 
customer care. 


Successful operation of CIBS at 
TNB will serve as an outstanding 
reference for further international 
projects of this magnitude. 




KUALA LUMPUR 98 

XVI COMMONWEALTH GAMES 

And Siemens Nixdorf will con- 
tinue its strong commitment in 
the Asian region in the future: 
For example, by serving as a 
major partner and official spon- 
sor in organizing the XVI 
Commonwealth Games in Kuala 
Lumpur next year. 
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Moscow: SIEPOLto help 
Russian police net more and 
more bad guys. 


Siemens Nixdorf is implemen- 
ting an ambitious IT project for 
the Interior Ministry (IM) of the 
Russian Federation: Deployment 
of the nationwide S IE POL crimi- 
nal and legal information system. 
The highly networked SIEPOL 
system will link the interior ad- 
ministrations of ail of the Federa- 
tion's 89 regions with every indi- 
vidual department. 

Special application software was 
developed in close cooperation 
with the experts from the IM. 
it simplifies access to all of the 
information needed for a legal 
system: From searches for people 
and stolen property to crimes and 
convictions to data on weapons 
and motor vehicles. 

Some 7 million records and 15,000 
queries a day in St. Petersburg 


alone or 6.5 million records and 
10,000 queries in Novosibirsk are 
but two examples of the demands 
placed on the performance and 
scalability of the SIEPOL system. 
70 different servers, ranging from 
RM400s to RM 1000s, are already 
handling gigantic volumes of 
data in some 3,000 police stations 
throughout the country. 

An effective information system 
of this magnitude is an essential 
prerequisite in helping to contain 
organized crime, which often 
enough makes use of leading- 
edge technology, 
in spite of considerable difficulties, 
such as local infrastructures that 
leave much to be desired, Siemens 
Nixdorf and partner, Oracle, are 
building an information system 
that's perfectly tailored to the cus- 
tomer's needs: Quickly and 



cost-effectively, thanks to preinstal- 
lation and integration test-out at the 
Customer Test Center in Paderborn. 
SIEPOL will be installed in 46 regions 
by the end of 1997. 


Cologne: Kaufhof Department Stores use 
multimedia to showcase gift ideas. 


We've all been there and done 
that: Trying to find the right gift 
for a wedding or other major 
event can be a Stressful endeavor. 


That's why Siemens Nixdorf has 
implemented a service idea for 
Kaufhof Warenhaus AG that's 
right in line with today's lifestyle. 
A gift registry service on a multi- 



media PCX Implemented in a . kiosk- 
based interactive multimedia 
application that stores all of the 
customer and article data in 
connection with the event and 
allows them to be accessed 
from any store. 

This new "Gift Registry Service" 
presents the host's gift wishes 
in an appealing environment. 
The customer can use the touch- 
screen to see all of the articles on 
the wish list to query prices, obtain 
information about which articles 
have already been reserved -and 
to buy them of course: It couldn't 
be easier. 

A multimedia server supplies all 
of the Kaufhof stores with the ap- 


propriate data. At the same time, 
key activities iri the GiftFtegistfy 
Service system, such as orders . 
and transactions, are input into 
the inventory control element of 
the existing merchandise man- 
agement system. 

Kaufhof Warenhaus AG commis- 
sioned Siemens Nixdorf to im- 
plement this new service idea. 
Because what was needed was 
a competent software partner 
with industry know-how and a- 
mastery of innovative technol- 
ogies- ... 

The Gift Registry Service is pres- 
ently being offered in five stores. 
Additional installations are 
already planned. 



Dresden: State government of Saxony seamlessly 
interlinks mail systems. 


From model test to a live corpo- 
rate network in two years: "The 
Communication Network for the 
Government Agencies of the 
State of Saxony" has long since 
become an indispensable com- 
munication infrastructure. 
Siemens Nixdorf was responsible 
for establishing an overarching 
data network for the government 
agencies of the state of Saxony. 
The primary task: To network the 
various^ historically evolved local 
area networks into one WAN. 
An X.400 messaging backbone 
was used to link the e-mail sys- 
tems and to install central ser- 
vices like X.500 directories and 
gateways to other systems. 
Moreover, Siemens Nixdorf also 
implemented Web access to the 
central e-mail address directory, 
which covers all of the popular 
e-mail systems. 


Today, all of the e-mail traffic 
for the state's agencies is being 
handled via the Corporate Mes- 
saging Backbone. Links to other 
German states and to the e-mail 
network used by Germany's fed- 
eral agencies now allow all of the 
network's users to be faster and 
more efficient in communicating 
with the outside world. 

Breaking news stories from the 
wire services are received by sat- 
ellite and processed by a special 
receiving PC. Information retrieval 
and searches run in a Windows 
application. 

Planning is currently underway 
for expanding the network. 
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Frankfurt German Bundesbank 
debuts on the Web. 


The German Bundesbank now 
has-a new address: 
http://www.bundesbank.de. 

Here, Web surfers can learn every- 
thing and anything aboutthe 
mission and organizational struc- 
ture of Germany's central bank, . 
about. the European Economic 
and Monetary Union. In addition, 
they can also take advantage of 
a broad spectrum of information 
offerings on currency issues 
that range from press releases 
to monthly reports. 

Over the tong term , all of the . 
Bundesbank's print media will 
also be offered via the Interne! 
In particular, users will benefit 
from fast access to information 
and .the ease with which it can 
be used. 


* The challenge in designing and 
implementing this Web presence: 
To integrate the central bank's 
decentralized units to create a 
self-contained, user-friendly and 
up-to-the-minute presence. 

.ft took Siemens Nixdorf only a 
few weeks to implement the Web 
presence, and the company is 
also responsible for Web pub- 
lishing, systems integration, Web 
hosting and system maintenance. 
In addition to the price-perfor- 
mance ratio, Siemens Nixdorf's 
reliability as a global player in 
the IT market, its outstanding 
references in the Web segment, 
in project management, and its 
flexible, customer-focused project 
design capabilities played a deci- 
sive role during implementation. 




Lufthansa now flies with one card. 


Lufthansa's new employee ID 
badge is truly a jack-of-all-trades. 
It replaces a motley collection of 
cards and badges, offers greater 
security and cuts costs. 
Operating throughout the world, 
the Lufthansa organization used 
to maintain over 25 different per- 
sonnel access control systems, 
at least five DP access control 
systems, as well as diverse time 
data capture and payment sys- 


Santiago de Cali: Intelligent networks 
assure a competitive edge for EMCALI 
in the telecommunications market. 


Santiago de Cali, Colombia's eco- 
nomic hub, is counting on the 
enormous potential for develop- 
ment that's offered by leading- 
edge information technology. 

As the country's second-largest 
telephone network operator, mu- 
nicipally owned EMCALI, Empresas 
Municipales de Cali, have made 
a clear decision for the future. The 
introduction of a computer-sup- 
ported telephone system. With 
this intelligent network, they'll 
be able to keep pace with the ex- 
ploding demand for additional 
service's in the public telephoning 
network: From toll-free num- * 
bers to tele-info services to 
the deployment of private 
in-house networks. 

Siemens Nixdorf and 
Siemens joined forces to 
win out against the com- 
petition: With INXpress, 
a complete portfolio of 

solutions for operators of 

mobile and fixed networks. 

To assure that the project 

would go smoothly, the 
JNXpress system was almost 

completely preinstalled at the 


Siemens Nixdorf Customer Test 
Center (CTC), where the configura- 
tion - including the application soft- 
ware - was thoroughly tested. The 
CTC was also responsible for hand- 
ling logistics and transportation. 
The effort was well worth it: 

The INXpress system was able 
to be swiftly installed at the 
customer site and went into 
live operation without any 
problems. 


terns. The result: The average 
Lufthansa employee had to con- 
stantly carry a half dozen cards 
ranging from simple photo IDs 
to plastic cards incorporating 
magnetic stripe, induction or 
memory chip technologies. 

The new Lufthansa ID is designed 
around the SICRYPT* V 3.0 chip- 
card from Siemens Nixdorf. 

It utilizes the organization's exist- 
ing hardware systems and covers 
all functions, from access control 


to time data capture, serves as 
a fueling card and an electronic 
wallet. And it offers key advan- 
tages when it comes to security. 
For the first time, all ID produc- 
tion and administration process 
have now been centralized. 

A newly developed Card Infor- 
mation System reliably controls 
all activities in connection with 
chipcard administration. 


Wolfsburg: Volkswagen's new 
dimension in service to 
celebrate its world premiere at 
the Frankfurt Motor Show. 



A world innovation 
is what Volkswa- 
gen AG and 
Siemens Nixdorf 
will be debuting 
at the '97 Frank- 
furt Motor Show: 

The SAM 
multimedia 
self-service- 
kiosk. It will herald 
in an all-new di- 
mension in service 
for VW's customers: 

24 hours a day, 

365 days a year. 

Telephone calls to 
make appoint- 
ments and long 
warts to drop off 
or pick up the cus- 
tomer's vehicle 
will then be a thing 
of the past: SAM 
allows VW custom- 
ers to make all the 
arrangements by themselves. 

By simply using a touchscreen. 
The terminal's user menu makes 
light work of navigating through 
the broad portfolio of service 
offerings, from repairs and regu- 
lar service all the way to special 
offers. And in selecting the de- 
sired services, the user always 
knows how long they will take 
and what they will cost. 

The customer simply signs the 
work order printout and then 
deposits it in a lockbox along 



with the vehicle's keys, registra- 
tion and service booklet Vehicle 
pick-up and payment is just as 
easy and comfortable. 

For Volkswagen, SAM represents 
a key step toward more service 
and customer intimacy - thanks 
to a custom-tailored hardware and 
software solution from Siemens 
Nixdorf. After its world premiere, 
SAM will be piloted at VW deal- 
erships in Germany, Austria and 
Spain. It will eventually be used 
throughout the world. 
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Bratislava: From nowon, LBS customers can play 
their trump card when they go shopping. 


Leasing company LBS has made 
a name for itself in the Slovak 
Republic as a pioneer in the sec- 
tor of industrial plant leasing. And 
since 1994, it's been using a fur- 
ther service to conquest the do- 
mestic market; With UNIKREDIT, 
the leasing option for the non- 
business segment- from furniture 
all the way to vacations. 

To simplify payment transactions, 
LBS is currently launching 
UNIKART, a multi 


functional payment card, the first 
project of its kind in Slovakia. 
Online or offline - when it comes 
to cashless leasing, UNIKART 
users always have a good card 
in their hand. 

Siemens Nixdorf is acting as the 
prime contractor in implementing 
the UNIKART project-in coopera- 
tion with partners like 
THYRON LTD, 
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Austria Card and SWH, the 
Siemens Group's software house 
in Slovakia. Siemens Nixdorf is 
integrating UNIKART's various 
components into a complex 
system: From a multifunctional 
Eurocheque card for use with 
debit terminals to software so- 
lutions for secure data transfer 
and terminal maintenance to 
back office operations. 

The UNIKART concept af- 
fords a(i Slovakian banks 
the opportunity of issuing 
their own cards and 
thus participating in this 
project 


Bergisch-Gladbach: IKK benefits from the advantages of a new 
online training concept 


Organizations that want to utilize 
all of the advantages offered by 
modern information technology 
need comprehensively trained 
staff. It's no problem with the new 
online training concept from 
Siemens Nixdorf -that's how the 
IKK North Rhine Health Insurance 
Company sees it after the first 
round of training. 

It took barely an hour - and then 
the Siemens l-View system was 
up and running at IKK. A special 
ISON card, video camera, hands- 
free audio system and special 
software linked Bergisch-Glad- 
bach with the Siemens Nixdorf 
Training Center in Berlin, some 
550 km away. 

The videoconferencing circuit 
allowed the trainer and the insur- 
ance company personnel to see 
and talk with one another. In 
addition, a separate window was 
used to run a UNIX? program that 
provided an application-sharing 
capability for both sides. A crucial 
advantage that makes for inten- 
sive, realistic learning. 

Erwin Schumacher, IKK's Deputy 
Director of Data Processing, cites 
further advantages: "It eliminates 
travel time and expense, and 
learning is more fun. As an added 


benefit: The staff members are 
available immediately in the event 
we run intb sudden personnel 
bottlenecks." The bottom line; 
"We're going to be conducting 
more training this way." 


^Hanover: NFV 
soccer fans 


are now sum 
the Info Pool. 



Some 2,500 clubs, 20,000 teams 
and 400,000 games each season 
- it used to be difficult to stay 
on top of everything* But now 
there's a top address for every . 
one who wants fast information 
about the games and. players, 
in the Lower. Saxony Soccer 
Association (NFV); 
htfo://toww.sportline.de. 

Modem information technology .. 
had long been a part of the NFV : 
scene. Since 1990, an openUTM 
application incorporating; a - 
SESAM database running Under 
BS2000 had been supplying 
athletes and admihistfatpra wrth 
up-to-the-minute online informa- 
tion: About clubs, teams, dates 
and standings. .; 

However access and handling 
were not suitable for the general 
public! That is until Siemens 
Nixdorf supplied the key to seam- 
less integration into the Internet 
with Web Transactions - without 
the need for any modifications to 
the application itself. 

The results were convincing: 

A user-friendly interface, simple 
access worldwide, additional 
sources of information from the 
World Wide Web, electronic 
commerce for purchasing Jeague. \ 
merchandise, hyperlinks to club 
homepages.The number of users - 
promptly soared. Soccer fans, ' 
turned into enthusiastic surfers. 
And the Info Podl also serves as 
an invaluable wellspring of infor- 
mation for sports journalists. ' 
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NEWS: UK 


^ 10 yd s A+ rating 
Is lower than rivals 


Blair warns of hard choices ahead 


m London ^ 

insurance 
has been assfenSi* 

^* y . 1 2 tto e forttea^ 

m its 309 year history 

era though Standard* 

Poor’s assessment of tis abtl- 

rty to meet claims Is tower 
tija^that enjoyed by major 

. T yesterday assigned 
Uoyd s an “a+” rating Sffls 

security, a mow 
which will allow Lloyd’s cus- 
toniffls to compare the mar- 
ket instantly with insurance 
and reinsurance companies 
around the world. 

The rating is Hkely to have 

moet signif i ca nce in reinsur- 
ance, where clients are 
attaching greater impor- 
tance to financial strength 
and Lloyd’s is among the top 
five prov iders in terms of 
premiums written. 

Sir David Rowland, chair- 
man of Lloyd's, said the rat- 
ing would help Lloyd's win 
new business. 

ft bore witness to the com- 
mon .system of security 
which underpinned policies 


issued by the market, he 
said. 

S&P rates other big 
reinsurers with- which 
Lloyd’s competes more 
mghly. Munich Re, Swiss Re. 
General Re and Employers 
Re aH boast “AAA” ratings. 
Lloyd’s would have ranked 
68rd in the agency's guide to 
reinsurance markets pub- 
lished earlier this year. 

Rob Jones, a director of 
S&P’s insurance ratings 
arm, said not enough timp 
hod elapsed since Lloyd’s 
completed a recovery plan to 
rid itself of £8bn ($12£8hn) 
in old liabilities for the mar- 
ket to receive a hi gher rat 
mg. “There is a great deal of 
underwriting discipline in 
the market and a repeat of 
Past losses is unlikely. But 
we need to see Lloyd's per- 
form over a longer period of 
time," he said. 

While a new company, 
Eqmtas, has tak en responsi- 
bility for the market’s liabili- 
ties up to 1992, Lloyd’s might 
be forced to transfer further 
capital to Equitas if the com- 
pany looked tikp fa fling , be 
said. 


Lloyd’s returned to the 
black in 1993. But a levy of 
£440m on the market’s cen- 
tral fond - a pool of money 
used to meet claims if capi- 
tal providers fail to do so - 
and the obligation to pay 
back a £300m loan would 
limit both its profitability 
and capital strength, said Mr 
Jones. 

Max Taylor, nominated by 
Lloyd’s ruling council to suc- 
ceed Sir David next year, 
said: "Many clients have 
wanted an independent, sim- 
ple view. Sometimes they 
find the structure at Lloyd's 
confusing. Now they have 
It" A M Best also announced 
a market-wide rating for 
Lloyd’s yesterday, giving it 
an “A" grade. But it too 
noted that concerns 
remained, due to the uncer- 
tainty surrounding Equitas. 

Lloyd's had spent several 
months negotiating a secu- 
rity rating with the agencies. 
S&P had previously rated 
the performance of individ- 
ual syndicates which under- 
write risk at the market It 
said yesterday it would con- 
tinue to do thifi 


Bankers press for Emu 
membership deadline 


By Wolfgang MOnehau, 
in London 

The British - Bankers 
Association is to press the 
government to put a time 
frame on membership of 
European economic and 
monetary onion after minis- 
ters announce their support 
for It in principle later this 
year. . ..... 

“We have got to be realis- 
tic, we are not necessarily 
expecting a concrete date," 
said Tim Sweeney, director- 
general of the BBA, which 
represents UK and foreign 
banks based in Britain. “But 
we would like to see a nar- 
rowing-down of options." 

The government is to 
make a statement about its 
Emu strategy fins year. One 


of the technical dilemmas it 
faces in choosing an e ntry 
date is the need to ensure 
that companies are ade- 
quately prepared. Compa- 
nies, meanwhile, are not 
ready to commit themselves 
unless they have firm indi- 
cations about the timing of 
UK membership- - 

The BBA is among several 
business organisations tak- 
ing part in an advisory 
group, set up by Gordon 
Brown, the chancellor of the 
exchequer, to investigate 
file practical TmpKratinm; of 
Emu. The group is sched- 
uled to report to Mr Brown 
in December. 

UK bankers and business- 
people regularly complain 
that u n ce rtain ty created by 
the UK’s opt-out of the an- 


gle currency has impeded 
their preparation for Emu. 

Ranke and companies in 
other European Union coun- 
tries have been able to time 
their preparations on the 
assumption that Emu would 
start on time in January 
1999, the scheduled launch 
date under the Maastricht 
Treaty. To prepare for Emu, 
companies will need to 
change their computi n g and 
accounting systems to han- 
dle dual currency transac- 
tions. Emu will also require 
changes to many legal con- 
tracts. 

Deutsche Bank, Ger- 
many’s largest bank, said it 
has invested about DM400m 
<$225.9m) in preparation, 
most of it on technical 
changes and staff training. 


T his week's Labour party con- 
ference had not quite known 
what to do with Itself until 
Tony Blair mounted the rostrum, it 
wanted to celebrate a famous victory 
but somehow could not find the 

voice. For all the ferocity with which 

it fought the May election, the party 
had grown comfortable in opposi- 
tion. Government deprived it of the 
Tory enemy, ft was a disorientating 
experience. 

The mood changed when Mr Blair 
was introduced as Labour's first 
prime minister in two decades - and 
the most popular holder of that 
office far a century. The leader did 
not disappoint As political theatre 
his speech was masterly, reminis- 
cent of Margaret Thatcher at her 
best As a statement of intent it was 
more serious than the ubiquitous 
soundbites allowed. 

Mr Blair is still a mystery to many 
of his party's activists, the vital 
architect of its greatest victory, but 
also a threat to its most precious 
traditions. The leader of the Labour 
tribe, we have seen again this week, 
is not of iL This is a circle he will 
have to square over and again in 
years to come. And, to borrow a 
phrase, it can only get rougher, a lot 
rougher. 

It is easy enough to tease Mr Blair 
about his rhetorical flights of fancy. 
“Compassion with a hard edge." the 
latest New Labour slogan, simply 
replaces the more familiar cliche, 
tough love. I could not have been the 
only person in the ball to have 
cringed when the prime minister 
declared that “the giving age" began 
on May 1. 

But language is important in poli- 
tics. It marks out the ground on 
which the battle is fought The then 
Mrs Thatcher knew that Her man- 
tra of individual self- 
reliance shaped the mood of the 
1980s. Mr Blair’s aims to persuade 
the nation that there is. after all . 



Press Areoctatfc 

Tony Blair, prime minister still a mystery to many of his party’s activists 

Philip Stephens reports on Labour’s 
mood as it holds its first conference 
as the governing party for 19 years 


such a thing as society. All are 
invited to join the moral crusade. 

You knew, though, how far the 
prime minister wants to take New 
Labour when he reached the section 
of his speech on law and order. Zero 
tolerance, parents held to account 
for the crimes of their children: 
Michael Howard could have been 
speaking. A few years ago the words 
would have been drowned in cat- 
calls. Now the delegates 
applaud. 

There was a similar moment when 
Mr Blair unveiled his gallery of polit- 
ical heroes. Ernie Bevln. Nye Sevan 


and Clement Attlee were all there. 
But so too were the great Liberals, 
Keynes, Beveridge and Lloyd 
George. Some time soon, Mr Blair 
will have to decide how serious he is 
about his present alliance with 
Paddy Ashdown's Liberal Demo- 
crats. But for now at least he win 
make no apology for it 
The bigger purpose of the speech, 
though, was to construct a bridge 
between his personal obsession with 
“modernisation" and his party’s fear 
that it Imperils the cherished institu- 
tions of the welfare state. He did so 
skilfully . Yes, there would be more 


money far health, but only if the 
NHS were reformed. Education 
would take a bigger share of the 
national cake, .but only if standards 
were levered up and bad teachers 
sacked. Many more would go to uni- 
versity, but they would have to pay 
their way. 

As for welfare benefits, the system 
should provide for work rather than 
dependency. The poorest among the 
elderly should be protected, but 
beyond that government’s role was 
to “organise” the provision, not sink 
ply write the cheques. 

It was here that Mr Blair issued 
his warnings of hard choices ahead. 
The phrase was heard a dozen times 
In as many minutes - The prime min- 
ister, I understand, has been stung 
by charges that he is reluctant to 
sacrifice his stratospheric poll rat- 
ings to the tough business of govern- 
ment. But if things are going 
to change, someone has to 
get hurt. 

His party knows this. So, I suspect, 
does the nation. But reform will not 
be any the more comfortable for 
that The odds too are that it will 
coincide with darkening economic 
clouds. For now, the government’s 
popularity is sustained by 
a booming economy. It can’t 
go on. 

Mr Blair assures us he is ready for 
the test We shall see. But to squan- 
der through inaction his present 
political capital would be unforgiv- 
able. And it would make relations 
with his party no easier. Seeing the 
past through rose-tinted spectacles is 
a national trait Siegfried Sassoon, 
the war poet had a metaphor for it 
“Imagine the British," he wrote, 
“transported from hell to heaven. 
Before long they would gather each 
evening in their celestial paradise to 
reminisce about the good old days." 
There will be no better moment 
for Mr Blair to break with 
the past 


Defence savings sought by buying ready-made 


By Michael Skapinker 
in London 

The Ministry of Defence 
plans to purchase more 
ready-made equipment in a 
bid to reduce costs and speed 
delivery, Sir Robert W alms- 
ley, chief of defence procure- 
ment said yesterday. 

Officials believe that the 
'annual £9bn ($l4.5bn) 
defence procurement pro- 
gramme could be reduced by 
10 per cent through the 
adoption of modem purchas- 
ing techniques. 


Sir Robert said that while 
the UK was one of the most 
open defence mar kets in the 
world, the armed forces 
would continue to buy most 
of their equipment in 
Britain. The ministry 
wanted to encourage greater 
collaboration with industry 
and it was easier to work 
with local suppliers. 

Sir Robert said these ideas 
were part of the govern- 
ment's strategic defence 
review and its move towards 
“smart procurement". 

He added: "This is still 


work in progress, subject to 
continuing consultations 
with industry and to 
endorsement by ministers as 
part of the outcome of the 
strategic defence review.” 

George Robertson, secre- 
tary of state for defence, said 
earlier this year that be 
wanted to try to Elimina te 
cost over-runs and delays. 

Sir Robert said the armed 
forces would purchase more 
equipment that had already 
been developed for civil use. 
He said this applied particu- 
larly to computer software 


and screen displays. Sir Rob- 
ert said the ministry would 
concentrate on getting 
equipment into service and 
then updating it later. The 
traditional approach had 
been to attempt to achieve 
“a large jump in technology 
before equipment first enters 
service". 

He wanted to see a greater 
reliance on long-term part- 
nerships with defence con- 
tractors, who would be 
involved in projects at an 
earlier stage. Different 
stages of the procurement 


process should be carried 
out concurrently, to reduce 
timescales, rather than 
sequentially as happened at 
present 

Sir Robert said: “Our tradi- 
tional procurement pro- 
cesses are based on the 
approach of phased risk 
reduction, with approval to 
proceed to each stage depen- 
dent on successful comple- 
tion of the previous ones. 

“There are strengths and 
benefits in this approach, 
but there are also 
weaknesses." 


CONTRACTS & TENDERS 


REPUBLIC OF LEBANON 
MUNICIPALITY OF BEIRUT 

COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 

Notk* of nsfavtlatioa to tender for the 
BuBd, Operate and Tmafer(BOT) contract for a 
development project camprbint * public garden, a car park and a commercial cmtrr 
at Ras Beirut - plot Na 1220 

The LrWnrte Government, represented by the Coandl for Development and Reconstruction and the Municipality of Beirut, aanouce 
the re-tendering of the BUM, Operate aad Transfer contract for the abova-maadOMd project. 

In addition to the firms or g r o up ing offlrnB wfakfa have been preqnuKfied for this project daring the But inritothm to tender, 
ontitata eligible to bU todnde aB Lebanese or foreign firms, acting separately or m joint venture,- whi ch are judged suitable to cany 
oat thfc type of project on the hash of the criteria set oat In the part-qualification document which forms past of the tender documents. 
The nsh components of the project wifi occupy the fallowing areas: 

• Pnfclic garden (green space. _) about 6^800 m 1 • Shops, restaurants, ... about 5400m 1 

• AKflbnyfecttks (storage; kftshen*. ...) about A200 ni 1 • Car parfc (about L2 00 veWdes) -about 44,700 m 1 

■ OtrcolafSou space (seems ramps, shopping arcades^-) about 2^00 m J -Office space about 6^00 m 3 

The project aB also todnde the fow ndatfo a s for an office tower of appro rinretcly 48Q00 n» 

The trader document, todufeg the poot-quafificatioa document, util be available as of Monday 15/9/1997 from the Council for 
Development and Reconstruction, TaBet el Sersfi, Beirut, Lebanon. Candidates may obtain foe document against payment of 
US$10,000 (ten thopsmd US doSsrs) by means of a certified banker’s cheque drawn hi favour of the Council for Development and 
Rcconstructiea. Bidden who purchased the tender document for tbe first invftaffoa to tender w£D receive the umr document free of 
charge. 

Bids should be delivered to the C3)R office for receipt of tenders by Monday 17/11/1997 before 12 noon (Beirut time). 

Envelope No, 1 (technical said admbtistratfve) wffl be opened in the presence of all bidders wishing to attend to tbe CDR offices at 12 
noon (Beirut time) on Monday 17/11/1997. The tender committee will evaluate the offers In order to assess tbe snitxb£ty of bidders to 
carry out the project and wffl the* prepare the Bst of the prequaBfled camfidates. Envelope Na 2 (AMndsQ of the candidates who do 
Mt qnaHfrwffl be returned wopenrd- 

Eavdope No2 (ftuaarial) of fmqudffied bidders ldH be opened to the presence of riD such bidden wfaddng to attend on a date to be 
notified. 

For farther Information please contact: The Council for DevdopsneiU and Recot»ourtk» - TaBet el SeraS - Beirut, Lebanon - Tel: 
+961 1 643981/2/3 - Fax: +961 I 864494 • 


REPUBLIC OF LEBANON 
MUNICIPALITY OF TRIPOLI 
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 
Notice of re-tovttatiMi to tender for the 
BuOd, Operate and Transfer (BOT) contract for a 
development project casuprisfng a cnhnral and commercial co m p lex A car park 
at TaB Square - Tripoli 

Tbi Ltbn u mr rn-rrmuintt 1 1 | i - »■■ 1 *17 **■“ ~-u o»»- iwinp—rf and B»«re>Mfawctton and the Mndrinafitv of TriaoH. announce 

the re-tendering of tim BoBd, Operate and Transfer coatroct for the above-mentioned project. 

Tim caudate* efigllife to btfat the Lebanese or fbnttgn farm acting alone or in Joint vendue with others which are Judged suitable to 
tarn ootthfs type of project on tiie basis ofthe criteria set out in fender documents 

The tasder docmamtwB be arsBahlcm oTYVednesdsy 1/10/1997 from the CmmcS tor Development and Recomtmrtioa, TaOct d 
-SeraB, Beirut, Lefamun. Qmdfalsdea may obtain the document against payment of USS2JM0 (Two thousand US doBan) by means of a 
certified baker's cheque drawn fa favour of tbe Council for Development and Reconstruction. Bidders who purchased fl*e tender 
docuflKBtforthe first Mtatlon to tender wffl receive the new document free of charge. 

Bids sh*Md be defivened to the CDR tdB« for receipt of benders by Monday 1/12/1997 before 12 noon (Bdrot time}. 

Envelope No. 1 (*— *-d«->l at administrative) wffl be opened In the presence of aB bidders wishing to attend hi the CDR offices at 12 
on-, no Mnadgy 1/12/1997. The toadcr coPBnittef wffl pvaln^r the oflfcn fa order to assess the a^ahiBty of bidden to 

ou1 y outlte project ad wffl fata prepare (he Bst of the prequaUied candidates. Envelope No. 2 (financial) of the candidates who do 

ailf d opcNp-'? Udders w91 be opened in the presence of aB snch bidders wfahfeg fo attend on a date to be 

Ita^fariher information please contact: The Council for Devdoprocartand Reconstrwiiou-Ta^ 

+ 96 ] 1 6439S1/2/3 - Fax: +961 1 964494 
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To advertise your 


Commercial Property 


And reach 52,000 property decision makers. 

Contact 
Tina McGorman 

*44 0171 873 3252 Fax +44 0171 873 3098 


Jobs, growth and innovation in a wider Europe 

Wednesday 15th October 1997 
One Whitehall Place, Westminster, London SW1A 2HD 

Europe seems to have hit the winning streak again, both in business and sport. In golf, Europe 
has just retained the Ryder Cup while, in business, the continents major economies are beginning 
to show signs of recovery after years in the doldrums. 

The Conference will demonstrate how an enlarged European Union can keep on winning. 
Senior representatives from business and politics in Germany and the UK will debate measures to 
boost economic growth and employment across Europe in coming years. The speakers include: 

Kenneth Clarke QC.MP 
Helmut Maucher, Chairman, Nestto SA 
Peter Man detoon MP, UK Minister without Portfolio 
Bemd Plschetsrieder, Chief Executive, BMW AG 
John Rose, Chief Executive, Rolls Royte He 
Gerhard SchrSdeq Prime Minister, Lower Saxony 
Clare Short MP, UK Secretary of State for International Development 


Herbert Quandt Stiftung 

Die SBfhing der BMW AG 


For details about the Conference, please write to Maxine Vlieland 
Fax: +44 171 221 5187 
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NEWS: UK 


Discounts on US titles may mean legal action 


Internet Bookshop 
risks price war 


Minister eyes corporate tax reforn 

Abolition of advance corporation tax would create winners and losers 

T here has Jo«* been a Companies suffering surplus ACT: the top 20 J ear TL her K n 

consensus that the r mainstream tax bil 

UK’s system for tax- ACT (Cm) 1392 1993 1994 1995 1996 Annual -MariwM3ap. able up to nine 1 moc 


By Alice Rawsthom 

The Internet Bookshop, the 
UK's largest online book- 
seller, has started selling US 
editions of books at dis- 
counts of up to <15 per cent, 
raising the risk of a price 
war and a legal battle with 
British publishers. 

Until now. the Internet 
Bookshop, in common with 
other UK-based online book- 
sellers. has avoided selling 
US editions, which tend to 
be considerably cheaper 
than UK ones, for fear of 
becoming embroiled in a 
costly law suit. 

Online bookselling is so 
recent that there Is no legal 
precedent to determine 
whether a UK-based internet 
retailer would be breaching 
copyright by selling the US 
edition of a title already 
available from a UK pub- 
lisher. 

The consensus in the book 
trade is that the legal posi- 
tion will only be clarified by 
a test case. UK-based online 
booksellers have to date 
been reluctant to risk such 
an action. 


Competition from US- 
based internet booksellers, 
such as Amazon and Barnes 
& Noble, bas increased in 
recent months. These sites, 
which discount the full price 
or books by up to 40 per cent, 
have steadily increased sales 
to UK consumers. 

The Internet Bookshop - 
which will face increased 
domestic competition this 
autumn when Waterst one’s 
and Dillons, expand their 
online operations - has 
added 300,000 US titles to its 
1.2m strong stocklist. Some 
of these books are also avail- 
able as UK editions. 

Any US editions ordered 
by UK customers are 
shipped from a US whole- 
saler. The company says it 
can deliver them within 10 
days for the same postage as 
UK titles. 

The Internet Bookshop is 
discounting US hardbacks 
by 35 per cent, paperbacks 
by 25 per cent, and selected 
titles by 45 per cent Prices 
of some UK titles have also 
been reduced, but most still 
cost more than the US 


For example, the US paper- 
back of Mr Vertigo, a novel 
by Paul Auster. is available 
for £5.60, against £6.99 for 
the UK edition. Hand To 
Mouth . the new novel by 
Paul Auster, Is sold as a US 
hardback for £8.59 (dis- 
counted from £15.62), and 
will not be published in the 
UK until November. 

It is understood that the 
Internet Bookshop has not 
received any formal com- 
plaints from UK publishers. 

Other UK internet book- 
sellers are considering pro- 
posals to sell US editions. 
Waterstone's hopes to do so, 
after it has launched its 
expanded internet site next 
month. It is discussing the 
issue with UK publishers. 

Similarly, discounts 
offered by the Internet Book- 
shop will Intensify pressure 
on its rivals to foliow suit 
Online booksellers can 
afford to discount because 
their costs are lower than 
those of conventional retail- 
ers. but so far UK operators 
have been reluctant to risk a 
repetition of the price war 
that bas erupted in the US. 


T here has long been a 
consensus that the 
UK's system for tax- 
ing corporate profits and 
dividends is in need of 
reform. Previous govern- 
ments have become increas- 
ingly concerned at the prob- 
lems caused by the 
introduction of advance cor- 
poration tax 25 years ago. 
But they have all been 
scared off a radical overhaul. 

Now the Labour govern- 
ment appears set to grasp 
the nettle. 

ACT, as its name suggests, 
is an advance payment of 
corporation tax. related to 
the dividends a company 
pays. 

In normal circumstances, 
ACT is deducted from the 
"mainstream" corporation 
tax which a company faces 
on its profits. The problems 
arise when a company's UK 
taxable profits are so low in 
relation to its dividends that 
it is unable to offset all its 
ACT a gains t its mainstream 
tax bill. 

It may be able to offset 
some of the so-called surplus 
ACT against tax in future 
years. But for some compa- 
nies. notably those with only 
a small proportion of their 
profits in the UK, much may 
be lost for good. 

It was to get around this 
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anomaly that the previous 
government introduced for- 
eign income dividends. But 
Gordon Brown controver- 
sially issued the scheme’s 
death warrant in his July 
Budget. 

Simply scrapping ACT 
would therefore give a big 
boost to companies which 
suffer from surplus ACT. As 
the table shows, the num- 
bers can be significant with 
BTR generating £29m 
(.546.69m) and Standard 


Chartered £lSm in 1995. 

It is unclear how the gov- 
ernment would treat the 
accumulated stock or sur- 
plus ACT which now tops 
£7bn. For companies such as 
BP, which generated huge 
surplus ACT when it main- 
tained its high dividends in 
spite of heavy losses, this is 
a very valuable asset. In 1995 
it reduced BP’s tax bill by 
£120m. 

The Inland Revenue has 
devised a scheme that would 



allow companies to continue 
to offset surplus ACT after 
the tax was abolished. 

The biggest loser from the 
simple scrapping of ACT 
would be the government 
itself - surplus ACT is cur- 
rently r unnin g at an esti- 
mated £lhn which would be 
lost to the exchequer. 

In addition, there would be 
a large, if temporary, hole 
left in the government cof- 
fers because ACT is paid by 
companies during the flnan- 
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cial year whereas their 
mainstream tax bill is pay- 
able up to nine months after 
the year -end: . 

To offset this timing effect, 
ministers are proposing to 
switch to the SS system 
where companies pay their 
corporation tax . quarterly 
during financial year. If 
companies were-, required to 
pay 40. per cent of their bills 
upfront, the government's 
cash flows would be 
unchanged. Moreover, if that 
proportion was gradually 
increased over, a period of 
years the government could 
even offset, the lass of the 
surplus ACT (though not 
indefinitely^ 

. The political problem with 
all this Is that some compa- 
nies would - stiff lose out. If 
companies that did not pay 
dividends (or ACT) were 
forced to bring forward their 
corporation tax payments 
they would face a bumper 
tax bill in the first year. But 
the government could shel- 
ter groan companies, most of 
which do not pay dividends, 
by. introducing a size thresh- 
old. Companies below a cer- 
tain size couki continue to 
pay all their mainstream tax 
in arrears as Is the case for 
VAT. 

David Wighton 


Lower pay plan 
angers unions 

The government was embroiled in fresh controversy with 
trade unions last night after Peter Mandelson, Minister 
without Portfolio, said it planned to introduce a lower 
minimum wage for people under 25 than far the rest of 
the workforce. 

Asked about the prospect of exemptions for young 
workers. Mr Mandelson said ; “There will be a differential. 
That's the view of the government and I think it is the 
right course to take." . . 

Later, in a statement issued after consultation with 
senior officials, he said the government was seeking to 
prevent restrictions an job opportunities for young 
people. 

John Monks, general secretary of the Trades Union 
Congress, however, warned that the unions will expect 
the national minimum wage to apply to all "fully trained 
adult workers under 25” when it is announced next year. 
"We will be putting our case on this and other matters to 
the Low Pay Commlssioa on October 14.” It would be 
"dynamite to suggest otherwise". Robert Taylor. London 

■ FATAL RAIL CRASH 


Companies warned oyer safety 

Train operating companies were last night ordered to 
tighten their roles on running trains when the automatic 
warning system which alerts drivers to a danger signal is 
out of order. 

The ruling from the Health & Safety Executive, which 
is examining the causes of the high speed crash which 
killed seven people at Southall, west London, last month, 
will require operators to take trains out of service much 
more quickly than in the past 
The HSE said it had discovered "some overly liberal 
interpretation of rules" suggesting that its decision would 
not affect large numbers of trains. It could however place 
extra demands on operating companies which may be 
required to obtain extra trains or create more repair 
facilities. 

According to unconfirmed reports in the wake of the 
Southall crash, the automatic warning system on the 
Great Western express train which hit a slow freight train 
was not working. Great Weston said it did not take a 
train out of service immediately on discovering a defec- 
tive AWS but it would continue to operate it until it 
reached a repair depot Charles Batchelor 

■ INFORMATION TECHNOLOGY 

US group wins $644m forces deal 

EDS. the US-based computer services group, has been 
named as the preferred contractor for a 10 -year to 12 -year 
contract worth about £400m ($644m) to provide pay, pen- 
sions and administration services for the armed forces. 
The deal is the biggest IT deal under the government's 
private finance initiative since the Labour party came to 
power. Nicholas Timmins, London 

U MANUFACTURING 

Managers see upturn in exports 

The health of the UK manufacturing sector is improving 
according to purchasing managers, who reported, an up- 
turn in exports and stronger output in investment goods 
last month. 

The Chartered Institute of Purchasing and Supply said 
that its index of manufacturing showed a modest acceler- 
ation In activity during September. Its seasonally-adjusted 
purchasing managers’ index bounced back to 52.7. after it 
had weakened to 51.1 'during August. The index is based 
on surveys of purchasing managers in the m a n ufacturing 
sector. An index figure above 50 indicates an expansion, 
whiles reading below 50 implies a slowdown. The . 
strengtbof sterling was still restrainfrig demand, but 
"economic growth, in Europe was increasingly reported to 
have benefited exporters". Richard Adonis. London 
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What a year! 

Uncertainty. Instability. High pressure. Low morale. 

just about everything you’d expect the division of a complex international 
corporation to carry in its wake. 

There we were, Olivetti Personal Computers, pioneers of the PC in Europe. 
A company with a proud heritage in innovation and design. One which, for over 
a decade and a half, had produced computer hardware second to none. But so 
immersed in our own frantic atmosphere, we’d lost sight of what was happening 
on the other side of the factory gates. 

Before you know it, your customers are suffering too. ' * 

Fortunately, that’s all behind us now. 

We have a group of shareholders who not only believed in the vision of our 
strengthened management team, but were equally determined to drive through 
the kind of changes to Customer Service and Support that would transform the 
business beyond recognition. 

But first, we had to put our house in order. 

With a new name - Olivetti Computers Worldwide - and logo to match, 
we began by overhauling our internal systems. Implementing SAP R3 software, 
for example, brought a much-needed discipline to ordering, distribution and 
business controls, enabling us to manage every detail of the operation to best 
match the needs of the customer - whether in the boardroom or the high street. 

Then, we took on over 100 multilingual staff and trained them to operate 
our International Warranty Helpline. Enough people and equipment to ensure 
99% of calls are answered within 30 seconds. 

But talk is, relatively, cheap. Action, like desk- 
to-desk notebook repairs within a target of five 
working days, and overnight server part-replacement 
across Europe, is what our customers now enjoy. 


And exploiting the Internet to whisk repair-procedures and patches directly 
into the hands of our Service Partners, drawn from an impressive list of first-tier 
companies, has brought a new responsiveness that’s the envy of our competitors. 

The effect? 

Costs are down and lead-times are drastically reduced - we now even 
make to order. And confidence has never been higher. In other words, we’re 
fit for business. 

As for our big-name accounts, including many of the world’s major 
corporations and banks, they continue to remain loyal. 

Meanwhile, thanks to our substantial investment in design and product 
engineering, new customers are discovering daily a range of professional 
notebooks, desktops and servers which, for performance and value, is up 
there with the best of them. 

In fact, today, Olivetti Computers Worldwide is well on its way to becoming 
what Olivetti always was: Europe’s premier PC company. 

It’s good to be back. 

TACKLING NEW TECHNOLOGY TODAY 

As a small token of out new customer -orientation, in collaboration with 
many of our technology partners (including APC, Cisco, DPT, Intel, 

Microsoft, Netscape, Novell, Oracle and SCO), we have published a series 
of independently-authored guides covering some of the key issues that 
your organisation may be facing today: Preparing for a Corporate Intranet; 
Working the Web: How to make the Internet work for your company; and 
Preparing for Maximum Keliability Enterprise Computing. 


oliuetti 



Simply call 0800 447799 (+44 800 447799 
outside UK) for your free copies , or visit our website: 
www.ocwi.com/guide/guide.htm to download them. 

Ml trademarks are ihc properly of ihdr ie»pccti«c owners. 
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Christopher Adams on methods of assessing insurance risk for natural disasters 


Perils and 



A thousand summer- 
ing squares cascade 
across a computer 
image of Tokyo. 
Together they chart the 
destruction caused by a pow- 
erful earthquake. 

Fires rage out of control in 
the city’s eastern suburbs of 
Taito and Sumida. Just west 
of the centre in Suginaml 
and Shinakawa, more build- 
ings are ablaze. When the 
Ores die down. 40 sq km of 
the city have been razed. 

David Simmons turns 
away from the screen. Greig 
Fester. - the London-based 
reinsurance broker where he 
works, has other exciting 
simulations: coastal flooding 
in Britain, wind storms in 
Germany and multiple dyke 
failure in the Netherlands. It 
is also exploring hailstorms. 

The company is one of 
only a few brokers and 
insurers to have invested 
heavily in the development 
of “risk modelling” tech- 
niques that take a step fur- 
ther the traditional methods 


prediction 







used to assess insurance 
risk. 

Until recently, insurance 
companies railed only on the 
statistical analysis of previ- 
ous natural disasters to 
assess their exposure to 
catastrophes. Now. however, 
a few are using complex 
mathematics and powerful 
computers to try to predict 
the future. 

Last week, a consortium of 
UK-based insurers and bro- 
kers including Greig Fester 
announced plans to work 
with universities and the 
Meteorological Office on a 
government-funded project 
to explore how weather pat- 
terns interact 

Around £lm is to be 
pumped into a three- year 
venture, called "Tsunami" 
after the Japanese word for 
tidal wave. The project will 
use risk modelling to predict 
the likelihood of storm 
surges and other phenom- 
ena. 

“We’re concerned about 
the effects which weather in 


one part of the globe may be 
having on other parts,” says 
Nick Golden, underwriting 
and reinsurance manager at 
Royal & Sun Alliance. "Rely- 
ing purely on statistical 
claims experience may not 
be enough.” 

The consequences of not 
getting an accurate grasp on 
potential liabilities are huge. 
The costs of natural catas- 
trophes are escalating with 
the concentration of wealth 
in the world's developed 
cities. A hurricane hitting 
Miami could cause SlOObn of 
insured damage. 

Moreover, concerns have 
been heightened recently by 
the return of aberrations in 
the world's climate caused 
by El Nino, a periodic 
warming of ocean waters in 
the east Pacific. 

Global warming is another 
as yet incalculable risk, but 
a phenomenon which is 
expected to lead to an 
increased number of storms. 
The hurricane which swept 
across southern England in 
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Disaster strikes: a house hit by the Kobe earthquake which caused $ 180 bc in damage taw* 


October 1987 had been 
thought a one in 200-year 
event until a storm of near 
similar strength struck three 
years later. 

Japan's last big earth- 
quake, in Kobe two years 
ago, caused SIBQbn in eco- 
nomic damage. Much of that 
was uninsured. But were 
natural history to repeat 
itself and Tokyo suffer 
another earthquake similar 
in strength to the one which 
devastated the city in 1923, it 
is thought economic losses 
would run to thousands of 
billions of dollars. 

Relying partly on research 
carried out by the city’s met- 


ropolitan government, Cfreig 
Fester included in its 
Tokyo model the ou tline s of 
every house in the city, the 
age and structure of build- 
ings, thp ability of the fire 
brigade to get to fires, and 
housing density. 

The 1923 earthquake killed 
140,000 people in fires that 
burned for several days. 
Today’s Tokyo is very differ- 
ent. It bas fewer wooden 
buildings, is much more 
densely populated and con- 
struction methods vary con- 
siderably. 

The broker has calculated 
that the fires caused by elec- 
trical short circuits and gas 
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Cards 


Clearer view 
for Nato 


dive Cookson on a weather 
system installation 


M eteorological intel- 
ligence is a key 
ingredient in mod- 
ern military planning- There 
is no point; for example, in 

Epyprirng up an aerial recon- 
naissance mission unless the. 
weather is dear or in trying 
to move large numbers of 
troops through a blizzard. 

So far the North Atlantic 
Treaty Organisation has 
relied on a surprisingly anti- 
quated weather information 
system with ageing land 
lines, teleprinters and hand- 
plotting of maps. Now, all 
this Is to be swept away by a 
new satellite-based system 
that displays relevant 
weather information on 
computer screens. 

For this purpose Nato fa as 
-selected the Nauds system, 
developed by the UK Meteo- 
rological Office. It is an 
upgraded military version of 
Mist, the Met Office’s infor- 
mation system that has been 
installed by 145 commercial 
users from utilities to off- 
shore oil companies. 

The new Namis system 
will initially be deployed in 
all of Nato’s European cen- 
tres - about 30 installations. 
They will be able to display 
weather conditions relevant 


explosions which broke out 
in the days following an 
earthquake would destroy 
170 sq km of Tokyo with a 
wind blowing at 15m a sec- 
ond. 

Mr Simmons says that 
Japanese insurers have been 
slow to embrace risk model- 
ling techniques, possibly 
because the Japanese insur- 
ance market is still very 
tightly- controlled by set tar- 
iffs, giving than little room 
to react to the data. But a 
repeat of 1923 could have 
disastrous consequences. 
That earthquake wiped out 
the Japanese insurance 
industry. 



to tmHfatry- operations any- 
wbere in the world. 

Namis runs on PCs with 
the Windows NT 4 operating 
system. The information 
will be transmitted by the 
planned Nato Allied Com- 
mand Europe Weather 
Exchange satellite system, 
which will be operated by 
the German military 
weather, service based in 
Trahan Trarbach near Trior. 

"Met data is a notorious 
consumer of military com- 
munications capacity says 
Jim Sharp, a Met Office- spe-- 
ciaUst, “because it has to be 
updated frequently - unlike 
most military communica- 
tions, which may be long 
and complicated but need to 
be transmitted only once-” - 

The satellite links will 
enable Nato’s military mete- 
orologists to deploy the sys- 
tem in the field, using porta- 
ble equipment. They will be 
able to produce not -only- 
forecasts but also briefing 
material for troops. An air 
commander, for example, • 
could use Namis to produce 
an instant series of slides To 
show air crew and pilots the 
weather conditions and 
cloud cover over their desti- 
nation. 
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Blocking HIV’s 
doorway 


A n ew way to block the 
HIV virus from invading 
white blood cells - whose 
functions are essential to 
maintain the human 
immune system - could 
open up a fresh approach 
to treating patients with 
HTV infection or AMs. 

Yesterday’s issue of the 
journal Nature Medicine 
describes a study of chemo- 
kfne co-receptors by SL-Yi 
Chen, assistant professor 
of cancer biology, and col- 
leagues at North Caro lina ’s 
Bowman Gray School of 
Medicine. 

Previous research has 
shown these co-receptors, 
which are found on the 
surface of white blood cells 
called lymphocytes, play a 
critical role as the “door- 
way” for HIV entry. Last 
year, it was also found that 
some peopl e were protected 
from HIV infection by a 
genetic detect ba the co-re- 
ceptors. 

To wriwrie this. Prof Chen 
and his team -have 
designed an approach 
Aniiprf intra cellular , chemo- 
kine - (intrakine.) This 
genetically inactivates the 
CXCR4 co-receptor by pre- 
venting it from reaching 
the surface of the celL - 

Prof Chen says clinical 
trials on people are a year 
or more away. 

Bowman Gray School of 
Medicine, tel US 9107164587 
or e-mail SiChen@bgsm.edu 


the glove compartment or 
nodding off - can cause 
serious road accidents. 

To keep drivers awake 
and alert, researchers at 
Daimler-Benz have devel- j 
oped a system based on a 
small camera located 
behind the windscreen, and 
connected to an image pro- 
cessing unit 

It monitors the position 
and speed of the vehicle, 
and sounds a warning sig- 
nal if the vehicle strays too 
close to the edge of the 
lane. 

The wanting is the char- 
acteristic “nail clatter” 
sound of tyres crossing a 
row of studs on the road 
surface. In tests, profes- 
sional bus drivers reacted 
quickly to the signal, with- 
out reverting to frantic 
steering manoevres. 

Karen Stem at Daimler- 
Benz: tel Germany 

7111793039, fta 7111794365 
e-mail 100106.566@compu- 

serve.com 


Joint venture 
for fingers 


Note of alarm 
for drivers 


Brief lapses of concentra- 
tion - gazing too long in 
the mirror, reaching into 


Artificial hips have made 
a big contribution to 
relieving poin.and increas- 
ing dexterity for sufferers 
from arthritis.. This, week 
an artificial finger joint 
was unveiled . which its 
backers hope will be just 
as successfOL 

It has been developed by 
Thomas Joyce and a team 
of : researchars at Durham 
University’s Centre of Bio- 
medical Engineering with 
funding from Action 
Research, a UK charity. 

Normal artificial finger 
joints' remove pain but do 
not change the ability to 
move or improve grip 
strength. They can also 
break. The new joint is 
made of two separate 
pieces, like the natural 
joint, alleviating the prob- 
lem of snapping. It relies 
on the natural ligaments of 
the joint for stability and 
▼ill replace only the dis- 
eased cartilage at the end 
of the finger bones. 

Action Research : tel UK 
(0)1403 210406, fax (0)1403 
210541 
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Cinema/Nigel Andrews 


Brutal realism 


A n ordinary family in 
South London” is how 
actor Gary Oldman 
describes the main 
characters in his writ- 
ing-directing debut Nil By Mouth 
(opening next week). You may 

Si”?? or hyperbole. Few 
of us actual South London-dweD- 
ers would still be ambulant if 
this was a ordinary family, its 
members drink, yell fight, drug- 
take and wife-batter. The wife 
here (Kathy Burke) is battered to 
the point of miscarriage. 

Burke, best known to date as 
the bedraggled comedy waif in 
Harry Enfield's television shows 
won the Cannes Best Actress 
prize. But you cannot tell if she 
or anyone else is acting. Nil By 
Mouth is wonderfully raw. vital 
and believable. Oldman the actor 
may have been exposed to the 
kitschy artifice of playing big- 
screen villains lately, in The 
Fifth Element and Air Forte One. 
Oldman the filmmaker, helped by 
his story's confessedly autobio- 
graphical roots, is un contami- 
nated by pretension. 

The camera eddies as if 
unaided through the bars, streets 
and dingy houses, following Ray 
(Ray Winstone), the bullying hus- 
band with the punchbag face; 
Billy (Charlie Creed-Miles), his 
weak hero in -addicted broth- 
er-in-law; and their multi-genera- 
tional chorus of women. Burke is 
Winstone's wife Valerie, Laila 
Morse is his mother-in-law, a 
beached whale with bleached- 
blonde hair, and Edna Dore is 
Gran, whose face seems frozen in 
a permanent rictus of careworn 
disbelief. 

Ray, based on Oldman's father, 
to whose memory the film is ded- 
icated. is the story’s tragic 
demon. Pears, memories and 
alcohol addiction live in his fea- 
tures as if on a timeehare basis. 


We believe in him even grimly 
care for him, though he seems to 
beat up every passing life form. 
That includes Billy - Tell off 
some scaffolding at work” the 
boy gamely explains to others - 
as well as complete strangers on 
the street whom Ray takes a 
notion to poke in the nose, as 
well as the sad and desperate 
Valerie. He thinim his wife ha s 
been unfaithful. She hasn’t, but 

NIL BY MOUTH 

Gary Oldman 

VOLCANO 

Mick Jackson 

HEAD ABOVE 
WATER 
Jim Wilson 

JACKIE CHAN’S FIRST - 
STRIKE 
Stanley Tong 

loses her baby as a result of the 
punch Up. The small RfflTtf nrf 1 . is 
that in this purgatory it is 

lOSS amnr ig many 

Kathy Burke brings an 
anguished stoicism to her role. 
Valerie's tragedy is not just that 
she is unhappy, but that she can- 
not express it If she does, she 
gets another beating. You believe 
that it takes courage to stand up 
to this husband. Extending his 
unnerving cameo In Kan Loach’s 
Ladybird Ladybird , Ray Win- 
stone suggests a free-floating 
anger that feeds on its freedom. 
That puffy, bruiser’s face is 
bloated with a misery that can- 
not speak its name. Instead it 
transforms and enlarges itself 

into a brutish Tnarhiamn 

Nil By Mouth is full of passion 
yet entirely free of anger. It has 


no time to editorialise. It is too 
busy finding the reality in every- 
thing from farfflT exprwreinu S to 
settings, Oldman and cameraman 
Ron Fortunate barely even use 
"movie lighting". Faces have to 
fight with the smoky dimness of 
bars or with nocturnal streets 
notr with reality not poetic affec- 
tation . 

Like all good horror stories, 
this one has moments of comedy: 
like the friend of Ray .who 
mouths along to Dennis Hopper’s 
Apocalypse Note dialogue on TV 
(one spaced-out sociopath recog- 
nising a kindred spirit) or the 
mechanical camels race, a sort of 
Sahara Subbuteo, that comprises 
one night out’s mournful fulfil- 
ment in a games arcade. 

Nil By Mouth is about empty 
spaces. Not just the lack of love 
or articulacy implied in the title, 
whose words Ray remembers 
from the sign hung on his dying 
father’s hospital bed; but also the 
lack of passion and purpose that 
leads people to fill those voids 
with the surrogate paroxysms of 
vice and violence. This Is a 

•hauntin g, harrowingly Intelligent 
first feature. 

★ 

In Los Angeles the palm trees 
bum like candles, the streets are 
molten and Emergency Manage- 
ment chief Tommy Lee Jones has 
been called out for the emer- 
gency of his life. Volcano asks: 
What if the La Brea Tar Pits, 
LA’s famed pr ehis toric tourist 
site, exploded one day. gushing 
red-hot magma all over Holly- 
wood? 

"What's magma?” awlra Jones. 
“Lava,” answers seismologist 
Anne Heche. Like all Hollywood 
women scientists she is blonde, 
slim and under 30, as well as 
knowing WOrdS unfamiliar to 
Emergency Managers though 
known to almost every A-level 
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Ray Winstone as the bullying husband in Gary Oldman's haunting, harrowingly intelligent first film, ‘Nil By Mouth 1 



student Heche also has the tradi- 
tionally expendable assistant 
who will be destroyed in the first 
set apiece blast 

After that she and Jones spend 
90 minutes retreating before the 
tide of magma/lava, hoping that 
by throwing things in its way 
hke overturned buses or toppled 
skyscrapers (sic), they can divert 
it to the Pacific. There it can 
harm only LJAs most expendable 
human commodity, the surfing 
population. 

The film makes Dante’s Peak 
seem like the works of Dante. 
The plot moves as sluggishly as 
the magma. The dialogue is bad 
for the bralncells (“This city’s 


finally paying for its arrogance"). 
And the effects, after a promising 
start, play diminishing variations 
on fire, smoke and falling ash. 
British director Mick Jackson 
(formerly of LA Story) has since 
taken the only possible career 
move that could distract the 
world from so dire a film: he has 
become a Booker Prize-short- 
listed novelist 

Head Above Water, a misfiring 
murder comedy, at least has Har- 
vey KeiteL Keitel's special flair 
is for looking at the world as if it 
has just said something insulting 
to him , in this case it was 
probably, “Would you like to act 
in this film ?” Too stupefied to say 


no, the star of Mean Streets and 
Reservoir Dogs signed for the role 
of a holidaying judge whose wife 
(Cameron Diaz) kills a visiting 
old flame (Billy Zane) while Kei- 
tel and a friend are off fishing. 

Or does she? The corpse han gs 
about, raising more questions 
than its owner ever did in life, 
while everyone mugs and gestic- 
ulates around it Finally writer 
Theresa Marie and director Jim 
Wilson resolve matters with a 
collapsing gazebo, a bucket of 
cement and a chainsa w. 

To understand why, you would 
have to see the film. On the 
whole, lack of understanding is 
better. 


A Jackie Chan film is deeply 
satisfying, since it makes no 
demands on anyone save Mr 
C han. The Hong Kong stunt hero 
- Bruce Lee with a touch of 
Harold Lloyd - fights, falls, 
jumps and becomes entangled in 
props, notably here a snowmobile 
and a stepladder with a mind 
of its own. The film has a 
forgettable plot and is badly 
dubbed: you seldom saw so many 
lip movements pursuing so many 
runaway vowels. But the modest 
fistful of dollars this film 
cost Is still better value than 
the suitcaseful spent on Head 
Above Water or the exchequerful 
on Volcano. 


Theatre / Alastair Macaulay 

Marivaux played 
to perfection 


O h les beaux jours. 
This autumn's 
French Theatre 
Season - has 
started on a high. For this 
week alone, the National. 
Theatre is graced hy an 
exquisite production from 
the Com6die-Franpaise — 
France’s National Theatre - 
which is visiting London for 
the first time since 1973; and 
the play itsel£ seldom seen 
on our stages, is most com- 
pelling. Best of all, this pro- 
duction, directed by Jean- 
Pierre Miquel shows to per- 
fection the particular and 
highly refined virtues of this 
company's specifically 
French acting style, and 
employs it to reveal sublime 
and untranslatable features 
of the play. 

The play is Marivaux’s Les 
Fausses Confidences (1737), 
and it continually resembles 
the great finales of Mozart’s 
three great da Ponte operas. 
Each new entrance radically 
transforms the colour of the 
drama; and the theme - 
which is intrigue - submits 
to one surprising and all-ab- 
sorbing variation after 
another, until we hardly 
know where we are amid so 
much delirious, yet con- 
tained. suspense. 


Doran te, a handsome and 
refined newcomer, so infects 
both Marton (maid) and Ara- 
minte (mistress) in the new 
household he has entered 
that both of them fall in love 
with him, and his manners 
are such that he wishes nei- 
ther to break the heart of the 
former nor to presume on 
the heart of the latter. Mean- 
while his uncle leads Marton 
to presume that he, Dorante, 
loves her. while others exert 
all kinds of pressure an Ara- 
min te to bestow her hand 
elsewhere, on the Count It 
is Araminte who becomes 
the heart of the play as she 
takes charge of her own fate. 




Dance/Clement Cris p 

Dim hallucinations 


D uring the past 
five years, Wayne 
McGregor has 
gained a reputa- 
tion for making fast-paced, 
on-the-electronlc-edge dances 
which speak to today's kids, 
who are caught up in com- 
puter graphics, virtual real- 
ity and pop-video hallucina- 
tions. His choreography is 
best seen on his own phy- 
sique (he can look like Nos- 
feratu on Ecstasy), with its 
micro-second muscular 
responses, broken angles, 
and sinuous, eel-speedy 
track through space. 

He launched a new season 
with his Random Dance 
Company on Friday at the 
Queen Elizabeth Hall. The 
chief offering was his MiUen- 
arium (a word new to me), 
which lasted 70 leaden min- 
utes. with the added hazard 
of the Italian “Olympic 
Dance Company" in his 
Medusa. 

It was an evening to vex 
even McGregor's admirers, 
and one to do no service to 
Anglo-Italian relations. Aft7- 
lenarium is one of those 
now-you-see-tbem-now-you- 
dont exercises in dance as 
hallucination, darkly lit (you 
grasp my meaning), set 
against computer-generated 
Bickerings. In the real world, 
someone would have got up 
and smacked the set with a 
shoe while uttering the cry: 
“that bloody thing is on the 
blink again." 
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M lquel’s produc- 
tion is so per- 
fectly nuanced 
that it actually 
makes Marivaux the precur- 
sor of Proust. Yet more 

Extraor dina ry is the way be 

makes the play seem like 
classical verse of thrilling 
restraint Any British actor 
can learn from the beauty 
with which these French act- 
ors stand std any British 
director can learn from the 
beauty with which Miquel 
blocks them; but the real 
beauty is the way that pul- 
sating. rhythmic language 


emerges from them across 
their often still, suspenseful 
tableaux. Only Catherine 
Samis (the Glenn Close of 
the Com§die-Fran?aise) 
delivers the orotund, vibra- 
to-laden elocutio n which has . 
spoilt fob" many OF prodap 
tions; and, since she here 
plays the most exaggerated . 
character, die may be for- 
given, even, enjoyed. Gerard 
Giroudln’s Dubois is exem- 
plary in delivery, and Laur- 
ent d’Olce is an ideal Dor- 
ante. 

As Araminte, CficfleBrune 
speaks, stands, and moves 
with deeply affecting grace. 

Nobody more perfectly 
judges the intimate but qua- 
si-poetlc style of the produc- 
tion than she: with what 
light perfection does she 
point the interior rhymes of 
“H ne salt ce qu’fl. fait”, in 
what a ravishing chromatic 
scale does she softly utter. 

“Tranquillisez-vous”, with 
what gentle reflectiveness 
does she exclaim “VoilA les 
usages!” (The latter is nicely 
translated on the surtttles-as 
“That’s the 

world!”). An evening of con- if I tt 7- . ^ ^ 

sum mate artistry. 

Lyttelton Theatre, London The Glenn Close of the Comedie-Frangaise: Catherine Sarnie in the visiting French 
SEL until October 4. company's production of 'Les Fausses Confidences' ***** 




Not, alas, possible at the 
QEH. Solos, duets, quartets 
happened. The language 
seemed Cunningham 
rechauffi, with a touch of 
Trisha Brown. Jonathan 
Burrows, and Anglo-Saxon 
attitudes. It looked dated - 
late 19S0s at best - and 
twitched unconscionably. 
Dinosaurs came and went on 
the earth. The accompani- 
ment was electronic wall-pa- 
per. Costuming seemed to 
have been contrived from 
plastic bin-liners: In the 
gloom I thought I saw mar- 
vels of beading. But no - 
just boring old PVC. Ah 
well, the theatre is a place of 
illusion. And disillusion. 

Worse was te come. The 
Olympic Dance Company 
romped in their individual, 
not to say uninteresting, 
way through Medusa. The 
dance's relationship to clas- 
sical mythology escaped me. 
Indications as to casting 
there were none. McGregor's 
stupefying choreography 
made them seem anxious 
and 111-at-ease (I shared their 
every feeling), and one lady 
seemed to think that the 
piece was called “Me. Elean- 
ora Duse” and behaved, alas, 
accordingly. 

1 note that the distin- 
guished dancer Gheorghe 
Iancu, whom I have greatly 
admired in the past, was 
listed in the programme. He 
was lost In the general 
melee. 






■ AMSTERDAM 

OPERA 

Het Muziektheater 

Tel: 31-20-551 8911 
U Traviata: by Verdi. 
Netherlands Opera revival of a 
staging by Alfred KJrcJw, 
conducted by Raff Weikert 
Oct 4, 7 

■ BERLIN 

CONCERTS 

Philharmonic 

Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
chamber music by Hindemith, 
and Beethoven's Symphony No. 
6 in F; Oct 2, 3 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
Deutsche Oper Ballet - 
programme of two works by 
MacMillan: Concerto and Das 
Lied von der Erde: Oct 2 

OPERA 


Deutsche Oper 
Tel: 49-30-34384-01 
TannhSuser: by Wagner. 
Conducted by Christian 
Thielemann in a staging by Gtitz 
Friedrich; Oct 3 

■ BONN 

EXHIBITIONS 

Kunst- und AussteltungahaDe 
der Bunde8repubHk 
Deutschland 
Tel: 49-228-9171200 
Kunsthafle Bremen: selection of 
Important works including 
paintings, sculptures and copper 
engravings from the collection of 
the Kunsthalie Bremen. Ranges 
from 17th century Dutch painting 
to modem photography; opens 
tomorrow 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Peter Grimes: by Britten. 
Conducted by Mark Elder, 
making his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title role; 

Oct 3, 6 ' 

■ COPENHAGEN 

exhibitions 

Louisiana Museum of Modem 
Art, Humlebaek 
Tel: 45-4919 0719 
The Louisiana Exhibition 1997- 
New Art from Denmark and 
Scania First of a planned senes 
of shows which will present 
contemporary work from the 
region, this show includes new 


works by around 50 artists; 
opens tomorrow 

■ EDINBURGH 

EXHIBITIONS 
Royal Scottish Academy 
Tel: 44-131-624 6200 
Sir Henry Raeburn (1756-1623): 
major exhibition of around 70 
works by this most famous of 
Scottish painters; to Oct 5, after 
which the exhibition will travel to 
London 

■ LONDON 

CONCERTS 
Barbican Centre 
■ Tel: 44-171-838 8891 
London Symphony Orchestra: 
conducted by Richard Hickox in 
a programme of works by 
Vaughan Williams. With soprano 
Rosa Manniom tenor Thomas 
Randle and the London 
' Symphony Chorus; Oct 2 

Royal Festival Hall 
Tel: 44-171-9288800 
World Plano Competition: 
afternoon and evening recitals by 
competitors in the Purcell Room, 
Sep 28 to Oct 5. The Grand RnaJ 
is on Oct 7, with the 
Philharmonia Orchestra 
' conducted by Alexander 
Sanderllng, in the Festival Hall 

exhibitions 

Tate Gallery 
Tefc 44-171-887 8000 
Turner on the Loire: selection of 
. watercolours, engravings, and a 
long lost oil which document the 
painter’s tour of northern France 
in 1826, tiie climax of which was 


his Journey up the River Loire; to 
Feb 15 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 

• The RoyaJ Opera: The Turn of 
the Screw, by Britten. Colin 
Davis conducts a new production 
directed by Deborah Warner. 

Cast includes Ian Bostridge; Oct 
2. 4, 8 

• The Royal Opera: Platee, by . 
■Rameau. New production 
directed and choreographed by 
Mark Morris,- conducted by 
Nicholas McGegan; Oct 3, 7 

THEATRE 
National Theatre 
Tel: 44-171-928 2252 
Les. Fausses Confidences: by 
Marivaux (1 737). The • 
Comficfie-Frangalse visits the 
National Theatre for the first time; 
Lyttelton Theatre; six 
performances only; -to . 

OCt 4 


■ LOS ANGELES 

EXHIBITIONS 

Museum of Contemporary Art 
Tel: 1-213-6266222 
Jeff Wall: first retrospective 
exhibition of the Canadian artist 
whose photographic work draws 
on the narrative traditions of. 
tableau painting; ends on Sunday 

■ MUNICH 

DANCE 

Bayerische Staatsoper . 

Tel: 49-89-2185 1920 
Bayerische staatsballett Swan 
Lake. Sets and costumes are by 


John Macfariane; Oct 2 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pountney, with sets by 
Robert Israel; Oct 3 

• Le Nozze de Figaro: by 
Mozart. Conducted by Peter 
Schneider In a staging by Dieter 
Dom. Cast includes Amanda 
Roocroft and Alison Hagley; 

Oct 4, 8 

• Peter Grimes; by Britten. 
Conducted by Jun MSrkJ in a 
production directed by Tim 
Albery. The title role is sung by 
Philip Langridge: Oct 5 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Kurt Masur in 
works by Schubert Liszt and 
Brahms. With piano soloist Boris 
Berezovsky; Avery Fisher Hall; 
Oct 3 

EXHIBITIONS 

Metropolitan Museum of Art 
Teh 1-212-879 5500 
Private Collection of Edgar 
Degas: sold at auction after his 
death in 1918, more than 200 
19th century French paintings 
and drawings collected by the 
artist; to Jan 11 


■ PARIS 

DANCE 

Theatre des Champs Qys£es 


Tel: 33-1-49525050 

• Les Ballets de Monte Carlo: 
Romeo and Juliet; Oct 2, 3 

• Les Ballets de Monte Carte: 
Programme 2 - Violin Concerto, 
Dov'fe la luna, and Who Cares?; 
Oct 4, 5 

EXHIBITIONS 
Mus6e du Louvre 
Tel: 33-1-4020 5151 

• A Mission to Persia 
1897-1912: display of pictures, 
objects and photographs 
retracing the archaeological 
expedition led by Jacques de 
Morgan, paying tribute to his 
career and the mission's 
discoveries about the ancient 
civilizations of Iran; opens 
tomorrow 

• Etchings from the Low 
Countries: display of 110 copper 
etchings dating from the 15th 
and 16th centuries. Includes 
works by Lucas de Leyde and 
Dilrer opens tomorrow 

OPERA 

Opdra National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
Le Nozze di Figaro: by Mozart. 
Conducted by James Conton in a 
staging by Giorgio Strehlen 
Oct 2, 6 

Op6ra National de Paris, Palais 
Gamier Tefc 33-1 -43439696 
Pellfeas et Melisande: by- 
Debussy. Conducted by James 
Conton in a staging by Robert 
Wilson. Cast includes Dawn 
Upshaw, Oct 3, 5, 8 

■ TOKYO 

CONCERTS 


Suntory HaD 
Tel: 81-3-3289 9999 
San Francisco Symphony 
Orchestra: conducted by Michael 
Tilson Thomas in works by 
Copland, Bartok and Brahms; 

Oct 3, B 

■ ZURICH 

EXHIBITIONS 
Kunsthaus ZD rich 
Tel: 41-1-262-0909 
Arnold Bocklin, Giorgio de 
Chirico, Max Ernst Journey into 
the Unknown, comprising 130 
paintings, collages and sketches; 
opens tomorrow 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time; 

• NBC/Super Channel 

07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0830: Squawk Box 
1030: European Money Wheel 
18 . 00 : Financial Times Business 
Tonight 


i 
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COMMENT & ANALYSIS 


T ony Blair used the 
word “beacon" 14 
times in his speech 
this week to the 
Labour party’s conference, 
referring to his aim of lead- 
ing one of Britain's great, 
reforming governments. His 
beacon needs to shine all the 
more clearly into one of the 
dark corners of his awn 
party - local councils. 

Labour faces serious alle- 
gations against councillors, 
council officials or party 
members in eight places. 
They are Glasgow, Paisley, 
South Tyneside, Doncaster. 
Hull, Coventry, Birmingham, 
and the London borough or 
Hackney. The issues range 
from incompetence, crony- 
ism and misuse of power 
through to bullying, vote- 
buying and alleged corrup- 
tion. In sum, they do not 
mean that Labour's local 
organisations are corrupt. 
But they do suggest that 
while the government is 
zealous in its reform of other 
parts of the British system of 
government, the change in 
the culture of local govern- 
ment is likely to be painfully 
slow. 

Some of the worst prob- 
lems are in Scotland. Glas- 
gow suffered a big blow to 
civic pride last week when 
Labour's national executive 
committee, the governing 
body, decided to suspend Pat 
Lally. the 71 -year-old lord 
provost - Scotland's equiva- 
lent to mayor. 

Easily the city's best 
known public figure. Mr 
Lally was suspended along 
with eight others including 
Bob Gould, the council 
leader. The NEC inquiry was 
provoked in February by Mr 
Gould, after he claimed that 
councillors were demanding 
foreign trips in return for 
votes. 

What the nine have done 
wrong has not been spelt 
out: dishonesty is not 
suggested. Mr Lally said all 
he bad been told was that 
the NEC discovered prima 
facie evidence of a breach of 
the party's rules and failure 
to operate correct proce- 
dures. Charges will be laid 
before Labour's national 
constitution committee. 

While Mr Lally accuses 
Labour of denying him natu- 
ral justice, Labour's leader- 
ship regards the decision as 
evidence that it is deter- 
mined to act decisively when 
misbehaviour is alleged. 

To be fair, malpractice is 
not the norm in the UK’s 470 
local authorities and when 


Labour has some tidying to do in its 
own backyard, says Brian Groom 

Spotlight on 
summer of sleaze 


. .. . '• *77^7 

b.-U lN 



Suspended by Labour Glasgow public figures Pat Lally (left) and Bob Gould 


problems occur, they are not 
always Labour ones. 

This summer though. 
Labour’s troubles have been 
proliferating. They began in 
August with the suicide of 
Gordon McMaster. MP for 
Paisley South. Paisley's 
problems first emerged in 
1995 when McMaster's ally 
Irene Adams, the Paisley 
North MP. spoke out about 
malpractices among party 
activists and councillors. 
Others made allegations of 
graft and back-handers, of 
“jobs for the boys’* and coun- 
cil houses for councillors' 
relatives. 

The Scottish Labour Party 
suspended the Paisley North 
constituency and began an 
inquiry into the party in 
Renfrewshire, of which Pais- 
ley is part 

In August, Labour 
suspended Tommy Graham, 
MP for Renfrewshire West, 
and is now carrying out a 
broader investigation of 
affairs in Scottish local gov- 
ernment. 

September brought a 
damning report into allega- 
tions of corruption at Don- 
caster council in Sonth 
Yorkshire. After a three- 
month inquiry, the council 


said some councillors and 
officers had accepted "inap- 
propriate gifts and hospital- 
ity" and admitted it had suf- 
fered "a significant failure” 
of its financial, strategic and 
corporate management. 

Two senior planning offi- 
cials have been suspended, 
and the chief executive and 
finance director have been 
released from their con- 
tracts. Labour has 
suspended the local party as 
well as three councillors. 
Police are investigating 
expense claims and links 
with property developers. 

In nearby Hull. Labour is 
looking at the way the local 
party operates and police are 
investigating complaints 
about the expenses of a for- 
mer mayor, John Black. 

Doncaster and Hull have 
been dominated for decades 
by “old industrial Labour" - 
ex-miners in Doncaster's 
case, and those from mari- 
time industries in Hull. The 
problems are a particular 
embarrassment for the dep- 
uty prime minister. John 
Prescott, whose constituency 
is in BulL 

On South Tyneside. 
Labour's NEC will hear a 
report this month from an 


inquiry team sent to investi- 
gate allegations of member- 
ship irregularities and intim- 
idation in its South Shields 
seat, constituency of cabinet 
minister David Clark. 

Further south. Labour's 
difficulties in Bir mingham 
stretch beyond local author- 
ity affairs. Three constitu- 
ency parties have been 
suspended following allega- 
tions of vote-rigging and cor- 
ruption. Two of the seats are 
held by minist ers. 

In Sparkbrook, Ladywood 
and Perry Barr, normal 
party life ended in February 
1995 when the leadership 
launched an inquiry into 
claims that members had 
jumped the queue for hous- 
ing renovation grants. The 
inquiry found no illegal 
activity, hut unearthed other 
irregularities. 

In Sparkbrook, about 300 
of the party's 1,000 activists 
were expelled when identity 
checks failed to establish 
whether the members were 
on the electoral register. 

In Coventry, where Labour 
dominates the city council, 
allegations of corruption 
centre on council officials. 
Last week the council 
launched an inquiry into 
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Reference Pricing: Worth 


BY JIM PURNISS AND JOSEPH ZAMMIPLUCIA 


Two pharmaceutical polio' experts 
examine several countries* experience 
with reference pricing schemes, and 
find that they fail to contain pharma- 
ceutical spending, discourage invest- 
ment in new therapies, and are based 
on a mistaken theory of interchange- 
ability which assumes that patients 
are homogeneous. 

Reference pricing is a system of fixed 
reimbursement for pharmaceuticals, in 
which governments or other third party 
payers establish a level at which they are 
willing to reimburse “interchangeable’’ 
products. Pharmaceutical companies are 
free to price their products above this fixed 
reimbursement level, but the excess cost 
has to be borne by the patient In theory, 
reference pricing limits reimbursement 
not prices. However, because patients in 
many countries are unwilting to pay a 
premium for technical benefits which they 
may not understand, wherever reference 
pricing has been implemented, the 
reference price becomes the de facto 
market price. 

The concept of reference pricing 
originated in the Netherlands and 
Germany, and spread to a number of 
other countries including Sweden. 
Denmark, Canada and New Zealand. 
Several other countries have considered 
or are considering implementing this 
system. It is therefore appropriate to 
examine the issues which arise out of the 
implementation of such a system. 

Reference pricing is often presented 
by its proponents as a way of avoiding 
paying any premium for products which 
have no benefit over existing alternatives. 
This assertion rests crudaDy on the 
principle of ‘Tntercha&geabilHy” among 
products. But interchangeability is a 
bureaucratic rather than a medical concept 
At some level, products can be considered 
interchangeable with Btfie effect on patient 
health - for instance, good quality generics 
are generally interchangeable with the 
originator products. However, under ref- 
erence pricing, the definition of inter- 
changeability &' being widened to indude 


different drugs with similar, but not 
identical, biological activity; and. in some 
cases, products with distinctly different 
biological activity. These wide definitions of 
product interchangeability implicitly 
assume that individual patients are as 
interchangeable as the medicines that they 
are prescribed - yet every physician knows 
that this is not the case. 

Furthermore, very broad definitions 
of interchangeability discourage com- 
panies from investing in the discovery of 
new drugs. The nature of pharmaceutical 
research and development is such that 
advances are made incrementally, in 
small steps. If incremental advances are 
dismissed, and new products defined as 
“interchangeable” under a reference 
pricing system, the incentive for inno- 
vation disappears. 

' Is reference pricing 
actually an effective 
: . mechanism for 
v.v containing the rise 
in pharmaceutical 
expenditure? Experience 
•Lt shows that it is not. 

Leaving aside the above issues, is 
reference pricing actually an effective mech- 
anism for containing the rise in pharma- 
ceutical expenditure? Experience shows 
that it is not AD countries which have 
implemented a reference pricing system 
have learnt two things. First the impact on 
pharmaceutical expenditure is less than 
expected. Secondly, it lasts for a very shut 
period of time. In aQ cases, governments 
have been so disappointed with results that 
further coat containment measures have 
been implemented within one or two years 
of the implementation of a reference pricing 
system. In Sweden, a discernible impact of 
reference pricing could only be detected for 
one quarter. In Germany, further measures 
were introduced within two yean of the 
implenientation of a complex reference 
pricing system. In the Netherlands, add- 


itional measures were enacted to block the 
entry of almost all new medicines to the 
reimbursement scheme for over three 
years, and a price control system has now 
been introduced. 

In view of the issues with reference 
pricing systems and their failure to 
achieve long term cost containment 
objectives, what continues to drive 
governments to be interested in its 
implementation? In our experience, the 
proponents of reference pricing systems 
tend to overestimate the financial 
benefits which will accrue. In addition, 
the idea of paying the same price for 
“interchangeable' medicines is both 
simple and seductive, ignoring the com- 
plexities of clinical impact in individual 
patients. Furthermore, reference pricing 
bas now been implemented in a number 
of countries and is gaining the app- 
earance of 'the right thing to do". 

However, the therapeutic and econ- 
omic weaknesses in reference pricing 
schemes are becoming more apparent. It 
is striking that countries which have a 
tradition of thorough analysis underpinning 
go v er nm ent policy (e.g^ France and the 
UK) have examined and rejected reference 
pricing as a way forward in pharmaceutical 
policy. Governments currently considering 
reference pricing should beware the siren 
sounds coming from its proponents. 

Jita FUndw and Jauph Z ainrh -Unia an Mflnojlnfi 
Cotmlunt and Director of Cambridge Pharma 
CmwIUMjp, Cambridge. UK and Heir York. USAj 
1 QwcroMe, Bridge Street, Cambridge CB3 SAB. UK 
/muBi BaJanhafcMbMti pharma rum) 



claims of financial irregulari- 
ties in its contract services 
department Fourteen coun- 
cil workers w we suspended, 
and six counriBors are to be 
questioned. 

At London's Hackney 
council, where Labour 
recently lost control after 
two decades in power, the 
government last month sent 
in a team to improve the 
schools after Ofeted, the edu- 
cation watchdog, said the 
system was in disarray 
because of years of party in- 
fighting. 

The root of most of these 
problems lies in large major- 
ities sustained over long 
periods. 

“Take the erne-party state, 
the weakness of the local 
press, small party member- 
ships, low election turnouts, 
lack of vetting and control, 
and you will always get 
extreme examples coining 
up,” says Alan Doig, profes- 
sor of pubEc sendee manage- 
ment at Liverpool's John 
Moores University- 

What can be done? The 
government is proposing a 
new offence of corruption 
with the threat of up to 
seven years in prison. 

In July, Lord Nolan’s com- 
mittee an standards in pub- 
lic life recommended that 
councils should develop 
their own codes of conduct 
within a framework 
approved by parliament. 

council should have a 
standards committee, it said, 
with power to recommend 
disciplinary action. There 
should also be an offence of 
misuse of public office. 

“We entirely accept the 
committee's conclusion feat. 
now is the time to make a 
new start on the ethical 
framework for local govern- 
ment." the prime minister 
said. Councils expect the 
government to implement 
most, if not all, of Lord 
Nolan's recommendations. 

Such reforms are all the 
more necessary not just to 
solve local problems but 
because, under the govern- 
ment's plans for devolving 
power - first in Scotland and 
Wales, later perhaps in 
English regions - local rep- 
resentatives could come to 
bear more of the weight of 
government in the UK At 
the moment not all of them 
seem ready to bear that 
responsibility. 

Additional reporting by ' 
James Buxton. Sheila Jones, 
Juliette Jowit, Chris Tighe 
and Richard Woffle 


Axe to the 
Olive Tree 

Pension reform could trip up Italy in the 
fin al lap towards Emu, says James Blitz 


“At one stage / thought a 
crisis unlikely but things 
Juwe gone much further than 
X expected. Sou there is turn 
a very real danger that 
[Romano j Prodi [Italy's 
prime minister J could be 
forced out n 


T hus Giorgio La 
MaWa, the leader of 
the Republican 
party which forms 
part of Mr ProdTs governing 
Olive Tree coalition. 

The reversal has been 
traumatic and swift. A week 
QT SO agO, ti l** 

Mr Prodi seemed to have 
come wfthin a hair’s breadth 
ctf achieving a historic trans- 
formation of Italy's fortunes 
by taking 1 the country to the 
verge of Europe’s economic 
and monetary union. The 
prospects for Italy's member- 
ship remain nnprecedently 
high. The same cannot be 
said fix - those of Mr ProdLs 
prime ministexsbxp. 

Both the crisis and the 
achievement so far have 
roots in the same thing : Mr 
Prodi’s endeavours to cut 
the Italian budget deficit to 
meet the Maastricht criteria. 
When the Ohve Tree coali- 
tion came to office 18 
months ago, Italy was 
deemed a no-hoper in its bid 
to enter Emu. A record of 
political instability and loose 
budgetary control ruled it 
out of the first wave of coun- 
tries forming Emu in 1999. 

Since then, however, belt- 
tightening measures have 
d ramatically reduced Italy's 
budget deficit to 3 per cent 
of gross domestic product, 
the level required by Maas- 
tricht. Its headline inflati on 
rate looks set to be among 
the lowest in Europe this 
year. Entry into the dob of 
first-wave Emu entrants 
looks all but assured. 

Yet now. on the final lap. 
Mr Prodi could be tripped 
up. His government must 
implement a last round of 
fiscal retrenchment in its 
1998 budget to ensure that 
its Emu bid is credible. But 
the measures he is introduc- 
ing - in particular big cuts 


in spending on state pen- 
sions ~ are fiercely opposed 
by his far-left antes in parlia- 
ment. Yesterday, they 
rebelled, threatening to top- 
ple his government in a vote 
cm the budget in November. 

Cutting pensions is hard 
in every country and several 
European governments - 
including those in France 
and Germany also face 
problems with spiralling 
pensions liabilities.. But 
Italy’s difficulties are out of 
all proportion to the rest. 
State pension outlays - 
which aXLow many people to 
retire at 52 - are 14 per cent 
of GDP, double the European 
average. The number of pen- 
sioners is set to equal the 
size of the total workforce by 
2020. Mr Prodi, like prime 
ministers before him, is 
therefore determined to 
implement structural reduo- - 
tions in pensions spend ing . 
And in his case, .reform is 
made the more urgent by the 
need to get into Emu. 

The trouble is that reform 
is deeply unpopular. The 
government has been bold- 
ing negotiations with trade 
union leaders, SO per cent of 
whose members, surpris- 
ingly. are pensioners. The 
unions have said large-scale 
reform of the frtnd Mr Prodi 
wants is out ctf the question, 
though Sergio CoHeraii, the 
most powerful of the union 
representatives, now accepts 
the possibility of raising the 
age of retirement. 

Far more wearying for Mr 
Prodi, however, is the chal- 
lenge from Fausto Bertinotti, 
the tough-talking leader of 
the Reconstructed Commu- 
nist (RQ party. Although 
the party is not a member of 
the coalition, Mr Prodi relies 
on its 35 deputies for his. 
majority in p&rtlaxnent. And 
Mr Bertinotti and his parlia- 
mentary colleagues - infuri- 
ated by the pensions propos- 
als - are now saying they 
will vote down “this budget” 
when it comes to parliament 

Mil they do it? Until yes- 
terday, Mr Prodiand bis col- 
leagues were convinced that 
the 57-year-old RC leader 


was bluffing. Mr Bertinotti, 
they said, has spent-much of 
his .life In -the pugilistic 
world of trade union negotia- 
tion and made similar noises 
over last year's budget, only 
to settle for compromise. A 
piedge from the government 
to boost job creation, they 
feH,may yet buy him off. 

Now, however, concern is 
growing that Mr' Bertinotti 
will execute his threat This 
is because his concerns are 
not about pensions or job 
creation, but about finding a 
role for his party that stands 
out in the crazy patchwork 
of Italian politics. “He does 
not care at all .whether Italy 
goes into monetary union. ” 
says Mr La . Malfa of the 
Republicans. “But even more 
importantly, he fears that 
his party will be marginal- 
ised on the left Prodi can 
strike a deal with the trade 
union movement over -the 
budget - and reap the huge 
political dividend of 1 being 
the foan who took Italy Into 
Europe-". 

If those fears come true, 
the question will immedi- 
ately a rise of bow a . new 
coalition can be formed. One 
suggestion was that the 
social democrats, who form 
the core of the Olive .Tree, 
-coalition, could linin' -a tem- 
porary alliance with the 
smaller parties on right who 
are the moment aligned with 
Silvio Berlusconi : leader of 
Forza Italia and former 
prime minister. In that 
event, Mr Prodi would stand 
down, giving way to the 
respected Treasury minister. 
Carla Azeglio Ciampi, who 
has been given much of the 
credit for .the move into 
Emu. 

However, such an alliance 
wotild be fragile^ testing the 
often difficult relationship 
between the Olive tree's 
main branch, the Party of 
the Democratic Left, and the 
opposttion parties - not to 
mention the patience of 
.already nervous financial 
markets. In the words of 
Massimo DVUerha, the PDS 
leader, “only Gad can help 
tins government now”. 
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EU ruling will pose no threat to 
technology licensing in Europe 


From Mr Jorge Segrelles. 

Sir, In your article “EU is 
warned on technology 
licence ruling” (September 
24) Jonathan Kapstein of 
Arco suggests that the chem- 
ical industry is upsfet about a 
proposed EU Commission 
decision on “site licences" 
that, according to 
Arco,“tbreatens the free flow 
of ideas ... in licen- 
sing . . . agreements". 

This reflects a misunder- 
standing of the case under 
review. The case described 
in the article is very fact- 
specific, and not of general 
application for licence agree- 
ments. It is not so much a 
licensing case as a dispute 
about ownership. The case 
concerns technology contrib- 
uted In ownership by Halcon 
to a tripartite joint venture 
in 1969. In 1980, Arco bought 
Halcon's stake in the joint 


venture, which became a 50/ 
50 Repsol/Aico joint venture. 
In 1986. when Spain joined 
the Common Market, Arco 
sold its entire stake to Rep- 
sol. Arco now argues that it 
owns the technology, and is 
attempting to prevent the 
former joint venture com- 
pany from using the technol- 
ogy to build a second plant 
in Spain. Arco bas its own 
plans to create new capacity 
and wishes to reduce compe- 
tition with its new plant, 
thereby keeping prices high. 
In such a case, competition 
law should apply. 

Thus, the EU Commission 
is simply applying tradi- 
tional competition rules, 
found both in EU and 
national antitrust laws. 
These prohibit a company 
from imposing production 
limitations on a competitor. 
According to the Commis- 


sion, this also applies if Arco 
were a licensor and Repsol a 
licensee. 

Contrary to what Arco 
suggest, there is no proposal 
to ban “site licences”, so, ' 
long as the licensor 
expresses the willingness to 
license additional capacity 
and additional plants within 
the licensed territory on 
“normal commercial terms”. 
These “normal commercial 
terms” may then be agreed 
later. Reports of the death of 
licensing in Europe are 
therefore greatly exagger- 
ated. 

Jorge Segrelles, 
director of external 
relations, 

Repsol, 

Paseo de la CasteU&na, 

278-280 

28046 Madrid, 

Spain 


Pension funds have changed tack 


From Mr John Harper. 

Sir, The National Associa- 
tion of Pension Funds’ deci- 
sion to press for a compul- 
sory vote on the 
remuneration report (“Pen- 
sion funds to call for votes 
on boardroom pay”. (Septem- 
ber 29) appears somewhat 
contradictory to Its previous 
statements on votes on indi- 
vidual remuneration pack- 
ages. 

In Good Corporate Gover- 
nance, published in 1996, 
NAPF argued against votes 
on individual remuneration 
packages on the grounds 
that "shareholders would 
not have the necessary infor- 


mation to make an informed 
decision on such matters”. 

“Thus,” it stated, “pro- 
cesses must be promoted 
which ensure that inves- 

tors are not forced into set- 
ting company remuneration 
policy.” To do so, as the 
NAPF rightly pointed out, 
“runs the risk of Introducing 
an element of short-termism 
in respect of corporate strat- 
egy". The Institute of Direc- 
tors agrees with this and 
feels calls for compulsory 
votes on the remuneration 
report should be rejected on 
the same grounds. 

In tire final analysis, as the 
Hampel committee report on 


corporate governance points , 
out, it is for the board to 
deal with such matters, giv- 
ing due consideration to all 
relevant factors. Sharehold- 
ers, for their part, Should 
make sure that enough good 
quality, directors are 
appointed to the board, and 
that these directors are 
encouraged to perform their 
duties, responsibly, and with 
enterprise and integrity. " . . 

John Harper, 
professional development 
director. ' . . J.- 

Institute of Directors, V 

llfrEaflJttaH, .J . - 

London SW1Y 5ED, UR . 


A disservice 
to investors 

From Mr Hiten J. Day id. 

Sir, Sir Stanley Kalms 
(Letters. September 24) . 
describes the hypocrisy, prej- 
udice and ignorance he 
' encounters from investing 
institutions as “disturbing”. 
Those of us whose pensions 
and other savings, are being 
managed by .these , same 
institutions might go further 
and describe their attitude 
as detrimental to our per- 
sonal wealth. 

By concentrating so much 
on corporate governance 
issues institutions do their 
clients a disservice in two 
ways. First* they use up the 
little time they may have 
-with management te ams on 
a matter which is never 
going to be sufficient for 
business success arid is often 
Immaterial to a particular 
company's results. Second, 
by failing to focus on the 
real business issues they 
make investment decisions 
which generally result in 
investment performance 
equal to or inferior to the ' . 
relevant Indices. 

Rather than looking at cor- 
porate governance within 
industry, Institutions would 
do well to address the imbal- 
ance between; the high sala- 
ries paid to those making 
investment decisions and the 
disturbing level ofignoran.ee 
identified by Stanley Kahns. 
Then, perhaps, there will be 
an Improved value relation- 
ship betweenmanagement 
(foargesleviedand invest- 
ment performance delivered. 

HUen J. DayaL, 

Lye Green Road, 

fjhewhani, 

Bucks HP5 3LN, UK 


Scope for incapacity benefit savings has been over-stated 




From Mr John Weils. 

Sir, The £25bn figure for 
the cost to the government 
of ‘“long-term sickness bene- 
fit” quoted in your story 
Blair makes welfare reform 
top priority" (September 29) 
is, by several orders of mag- 
nitude, a huge over-estimate, 
and is thus extremely mis- 
leading. 

The cost of incapacity ben- 
efit (which has replaced 


long-term sickness benefit) 
was £8bn for L8m recipients 
in 1995-98 (Fig 12, p.16, DSS 
Expenditure Plans. CM 3616). 
Table 5, p.H9 of the same 
document has a figure for . 

“ long-term sick and disabled'* 
of ggsbn. But this includes in 
addition to invalidity bene- 
fit attendance allowance, 
mobility allowance, disabled 
living allowance. Industrial 
injuries disablement benefit, - 


severe disablement allow- 
ance, invalid rare allowance, 
war pensions motabihty and 
other categories. : 

Sin eg the. government is 
not, I think, contemplating - 
driving the severely disa- 
bled, their carers and war 
pensioners into the labour 
market, it is the fewer figure 
of circa. £8bn that, is the rele- 
vant figure. . 

Presumably the FT has 


used a press briefing without 
checking the facts. But, if 
ministers truly behove there 
is scope for £25bn savings 
here, they are in for quite a 
surprise! . 

« • 

John Wells, 

kcnlty of economics and 
politics, • 

Cambridge, 
Avenue, 
Cambridge, UK 






'exit 


* r. 


\ 





17 




; f . 




W* 

#; 

*r 


•#*...■ 


«**■ 


*Mfc- 


*& .. 
■— 

■ttf; '• 

*•' *-- 








fcsf ■ 

•l:* 


* ■*-»** 


*br£ : ■*• 


-^<-_ 


tVpfct'. 

»> 


ll. 1 '. 


*r fir 
fixtr. 


*r- ■-': 

«?k-. • 

♦*???* 
3*> •- 

:#%?•■ -*••. 
31. 'Vi* 
|U '/nc .- 

w&r 

. 

t *-* 

Ugh^- 

&&•’-’ 

fe -V 

'5rtr r 


iV-” ■' 


r o k 


fe 


fcf*?**' '- 


A dlsser 
lo in\ev 


. i.y- 

*si‘— ~ - 


|h.'i:i 

■ 


it - " 
4 i ■•,«'•■' 
>>**- 
**V- V ' ■ 


*&* 


t**f * 




'3&F* 


f**, 

$in 


$JC* J 

***** 


“ ■ ;>*• — 
P*?.- 


™ANOaL TIMES THURSDAY 


OCTOBER 2 1997 


fcr 

*t*f T. 
bm**’’ 


ELNANCIAT times 


Telf+^^ni ^ fk^waifc Bridge, London SEI 9HL 

-S73 3000 Telex; 922186 Fax: +44 171-407 5700 


Thursday October 2 1997 


Liffe and 
afterlife 


The decision by the Chicago 
Board of Trade to build its 

®spansian in London around an 
electronic trading system raises 
questions about the survival of 
outcry trading in Europe’s 
futnres markets. Coming after 
the move by the French stock 
and derivatives exchanges to 
join an all-electronic Swiss and 
German affiance, it leaves the 
London International Financial 
Futures and Options Ryrhanga, 
(Liffe) looking increasingly iso- 
lated in holding out against the 
electronic trend. 

That is not to say that the 
merits of open o ut cr y have sud- 
denly disappeared. The system 
is highly efficient, especially in 
conditions of extreme volatility. 
The question is rather one of 
cost Overheads associated with 
open outcry are twice or three 
times higher than those of 
screen-based trading. Including 
other fixed and variable costs, 
trading German government 
bond futures on Liffe can cost 
up to seven times more than 
exchanging identical products 
on the electronic Deutsche Ter- 
minbdrse. Small wonder DTB 
has been gaining mar ket share 
in this area. 

Liffe responds by pointing to 
its dominance in short-term 
interest-rate derivatives, the 
part of the market that will be 
hardest hit by economic and 
monetary union. But this suc- 
cess is due not to its trading 
system but to the concentration 
of money-market activity in 
London and the greater world- 
wide recognition that London 
interbank rates enjoy compared 
to other benchmarks. - 

Even liffe concedes that the 
performance of electronic 
systems is sufficient for bread 
and butter trading - orders of 
100 to 1,000 contracts which con- 


stitute the overwhelming major- 
ity of trades - and extreme con- 
ditions have become too scarce 
to require continuous floor trad- 
ing. The last time DTB's com- 
puters were unable to cope with 
a surge in activity was in 1991, 
when a rate rise by the US Fed- 
eral Reserve prompted a world 
wide bear market in bonds. 

Paradoxically, Liffe has one of 
the most advanced electronic 
trading systems in Europe, 
Automated Pit Trading, which 
is underused as it is only oper- 
ated after the market closes. A 
transition to electronic trading 
would also allow Liffe to forge 
closer links with the London 
Stock Exchange, which is 
switching to an all-electronic 
format this month. Such linfrq 
will become vital as- competition 
between Europe's exchanges 
increases in the run-up to Emu. 

Continental European 
exchanges are ahead of the UK 
on that front The German «thI 
Swiss derivatives markets are 
already controlled by their 
stock exchanges and the Paris 
Bourse recently announced it 
was taking over Its futures and 
options exchange. Matif, as a 
preliminary to Increasing co- 
operation with its neighbours. 

Liffe's co mmit ment to open 
outcry has taken a tolL An ear- 
lier attempt by the Chicago 
Board of Trade to co-operate 
with Liffe through an open out- 
cry link foundered because its 
members feared this . might 
unde rmine the development of 
their own electronic system. In 
August Lloyds TSB closed its 
40-strong floor operation. 

If Liffe wishes to stem deser- 
tions it should allow members 
to choose winch system they 
want. to trade on. And APT 
should run throughout the day, 
in parallel with pit trading. 


Spanish virtue 


How do you get your economy 
caught in a virtuous circle? Ask 
Jos6 Maria Aznar, the Spanish 
prime minister. Just 16 months 
after his conservative Popular 
party came to power in Spain, 
his country is firmly set to 
become a founder-member of 
the European single currency. 
Its economy is enjoying an 
unprecedented combination of 
rapid growth, low inflation, and 
a positive current account in 
the balance of payments. 

The budget presented to the 
Spanish parliament this week 
looks watMounded: it is based 
on a forecast spending growth 
rate of 3.2 per cent, below the 
3.4 per cent economic growth 
rate estimate which government 
minis ters considered conserva- 
tive. The forecast budget deficit 
is put at 2.4 per cent, well . 
within the 3 per cent criterion 
set by the Maastricht treaty for 
economic and monetary union. 
Mr Aznar jnutotefl on last-mtn- 
ute cuts to make sure there was 
no hint that he was relaxing his 
austerity. 

A vital factor in boosting 
Spain’s economic and budgetary 
performance has been the 
recent sharp reduction in inter- 
est rates. As the likelihood of 
Spanish membership of Emu 
has increased, so the interest- 
rate differential with' Germany 


has shrunk, making the pros- 
pect ever more reaL The gap 
has shrunk from 350 basis 
-points when the PP came to 
power, to just one-tenth of that 
today, dramatically reducing 
the cost of servicing govern- 
ment debt and making all the 
budget cuts much less painful. 

. Yet there are two clouds on 
Mr Azhar’s horizon, one eco- 
nomic, one political- The former 
is his failure to use such a 
favourable point in the eco- 
nomic cycle to embark an over- 
due structural reforms. Without 
them Spun may still be strug- 
gling once it is inside Emu. 

Those reforms include radical 
steps to increase labour flexibil- 
ity, and to curb the inexorable 
rise in pension and welfare 
costs- Tax reforms have been 
promised, but not delivered- 
Land laws need to be over- 
hauled. Much of the Spanish 
economy is still coloured by the 
corporatism of General Franco. 

On the political front, Mr 
Aznar remains dependent on 
the support of the Catalan 
nationalist party, whose leader, 
Jordi Pujol, is an unpredictable 
ally. So Mr Aznar should be 
using the blue skies shining 
over the Spanish economy to 
press ahead with more radical 
reforms; The opportunity may 
not return so soon. 


Vexing voitures 


It seemed like a recipe for 
Parisian chaos. Late on Tuesday 
Dominique . Voynet, France’s 
environment minis ter, decreed 
that - zut (Hors - half the capi- 
tal’s cars should stay off the 
roads yesterday morning in the 
interest of cutting car fumes. 
Those several million people 
with the bad luck to have a car 
licence plate ending in an odd 
number had to leave their 
vehicles at home or give a Eft to 
at least two other passengers. 

In feet, yesterday passed off 
surprisingly smoothly on the 
roads in and around Paris, 
police reported 15 per cent less 
traffic in the city and 35 per- 
cent less on the Paris pertphen- 
que ring road- Use of the Paris 
Metro, where travel was free, 
rose by 20 per cent Pollution 
fell, though largely thanks to a 
change in the weather. 

Perhaps just as many road 
commuters decided to take we 
day off as those who took public 
transport or car-pooled. Per- 
haps, too, Ms Voynet's action 
will have a salutary effect m 
making Parisians wake up to 
the growing pollution problem 
in their otherwise beautiful caty. 

But a country that prides 
itself on planificacion needs to 
come up with something less 
arbitrary for the future. Cer- 
tainly,- Ms Voynet - who leads 


the Green party was acting 
within a 1996 law that provided 
for car-use rationing at times of 
peak pollution. There was, how- 
ever, a suspicion that she might 
have been taking revenge on fol- 
low ministers who earlier this 
month blocked her plan to close 
the tax advantage that diesel 
enjoys over petrol in France. 

Indeed one solution might be 
to remove that fiscal preference 
for diesel altogether. Nearly 
one-third of all French-made 
cars are diesel-powered. Yet few 
French, except Peugeot's Jac- 
ques Calvet, seriously dispute 
that the diesel engine is more 
polluting and produces more of 
the particulates that combine 
with the sun to make smog. 

Another answer might be to 
rethink the massive building of 
underground car parks - set in 
train by President Jacques Chi- 
rac in the 18 years he was 
mayor of Paris - that has 
enticed commuters to bring 
their cars into the city. Cannot 
road-pricing. In which the 
French through their autoroute 
peages have led Europe, be 
Introduced at the gates of Paris? 
Or perhaps car-pools might be 
permitted to use bus lanes, 
inside the city? These are solu- 
tions that Ms Voynet might 
mull over this morning as she 
cycles to her ministry- 


COMMENT & ANALYSIS 


Internet takes on the phone 


Technological upheaval and ferment in US telecoms lie behind 
WorldCom’s bid for MCI, says Tony Jackson 


Y esterday's $30bn bid 
by WorldCom for MCI, 
its fellow US telecoms 
company, is one of the 
biggest in history. It 
also has a fair chance of success. 

Yet until IS months ago, few 
non-specialists had even beard of 
WorldCom. Odder still, the com- 
pany is bidding in competition 
with the UK's venerable phone 
giant British Telecommunica- 
tions, which has more than triple 
its revenues and makes profits of 
almost £4bn. while WorldCom 
barely breaks even. 

What does this tell us? First, 
that the internet is tearing up tbe 
rules of telephony, as it is many 
other businesses: second, that the 
sheer speed of the telecommuni- 
cations revolution still plays to 
America's strengths, while the 
rest of the world struggles 
behind. As a result, new compa- 
nies with expertise in internet 
technology are challenging tradi- 
tional telephone companies. And 
the focus of change in telecoms 
has shifted from creating world 
alliances to competing in the US 
domestic market 
These points are illustrated by 
WorldCom's recent history. Two 
years ago, it had a market value 
of $5bn. Now. after voracious 
acquisitions, it is worth $32bn - 
slightly more than its target. 

Most of those acquisitions have 
come in the related worlds of 
data transmission and the inter- 
net. In August last year World- 
Com paid $14bn for MFS, another 
telecoms upstart which has 
ringed the world's financial cen- 
tres with optical fibre, and which 
owned UUNet, tbe world's lead- 
ing supplier of access points to 
the internet Three weeks ago. 
WorldCom did a deal m aking it 
the operating network for Am eri- 
ca Online, the leading US inter- 
net provider. Yesterday, as a foot- 
note to the MCI bid. ft paid S2.9bn 
for Brooks Fiber, a local US pro- 
vider of broad-band telephony. 

Buying MCI seems a large but 
logical next step. MCI was a pio- 
neer in building the internet 
backbone - the network of wires 
that binds the whole system 
together - and remains at the 
cutting edge of the technology. 
Put together, the two companies 
would be well placed to exploit 
the advent of so-called -internet 
telephony”, whereby phone calls 
will go cheaply through the inter- 
net, bypassing the traditional 
phone companies. 

That lies in the future. Mean- 
while, another aspect to the deal 



appears to give WorldCom an 
edge in its contest with BT. 

Over the years, WorldCom has 
built up a sizeable presence in US 
local telephony, which will be 
strengthened by yesterday's pur- 
chase of Brooks Fiber. Like MCI, 
it has concentrated on providing 
sophisticated broadband connec- 
tions to business customers. 
Until recently, government rules 
barred long distance operators 
from offering basic local tele- 
phony to the home. MCI is the 
US' second largest long-distance 
company; WorldCom is fourth. 

Now that the rules are chang- 
ing (see accompanying article), 
MCI is spending very heavily in 
an attempt to break into the local 
market, previously the strong- 
hold of regional monopolists, the 


so-called Baby Bells. MCTs unex- 
pectedly high spending plans, 
when published three months 
ago, provoked a revolt among 
BTs shareholders. In response, 
BT ent its offer price sharply. 
And since its ori ginal offer was 
lower than the $4L50 a shar e now 
being bid by WorldCom, it seems 
inconceivable that BT can cap it 

WorldCom mafewt the remark- 
able Haim that it can save $2J>bn 
in the first year of the merger 
from better use of the combined 
network and cost savings. This is 
in sharp contrast to BT, which 
has virtually no presence in the 
US domestic market, and could 
only hope to act as banker to 
MCTs local ambitions. 

This points to two lessons. 
First, the slow process of deregu- 


lation in the US market is acting 
as a roadblock to outsiders such 
as BT, though within the US. as 
might perhaps have been pre- 
dicted, the technology is mutat- 
ing rapidly and bypassing the 
regulators. Second, the chief 
thrust of strategy within global 
telecoms is subtly shifting. When 
BT was triumphantly announc- 
ing its proposed link up with MCI 
almost a year ago, the name of 
the game in telecoms was global 
alliances. That has now been 
overtaken by the turmoil within 
the US market 

Thus, one big question a year 
ago was what AT&T, the US 
long-distance giant would do in 
response to the BT-MCI deal Tbe 
questions now are different how 
can AT&T resist the brutal war- 


A s William Kennard, the 
likely next chairman of the 
Federal Communications 
Commission, went before a group 
of senators in Washington DC for 
a confirmation hearing yesterday 
morning, there must have been 
an extra spring in bis step. Amer- 
ica’s fastest-growing telecoms 
company had just come up with 
one answer to the question that 
has plagued his predecessor at 
the FCC and made a nonsense of 
last year’s supposedly revolution- 
ary Telecommunications Act: 
How do you open the country's 
monopoly local telephone 
exchanges to real competition? 

This is a question that Presi- 
dent Bill Clinton’s nominee to 
run the telecommunications reg- 
ulator knows all about As gen- 
eral counsel to tbe FCC, Mr Ken- 
nard has been deeply involved in 
efforts to open the $100bn local 
calling markets. These are domi- 
nated five so-called Baby Bells 


Little local difficulties 


and one other large local carrier, 
GTE - companies that have 
shown no inclination to let rival 
carriers on to their turf since this 

was permitted by Congress. The 

FCC’s own attempt to lay 
national ground rules for opening 
these local markets, developed by 
Mr Kennard’s staff, was over- 
turned by a Federal appeals court 
this summer. 

A company from the boondocks 
of Jackson. Mississippi may Just 
have come to his aid. While poli- 
ticians in Washington wring 
their hands, a group of small 
competitive local carriers has 
been taking root around the 
country. By combining several of 
them into one company and 
melding them with a broad array 
of long-distance and internet ser- 
vices, WorldCom may be about to 


create the first serious competi- 
tion to the local carriers. 

The problem for many 
would-be competitors to the Baby 
Bells is that they rely on buying 
calling capacity wholesale on the 
existing networks, then reselling 
this to their own customers. This, 
says Bernard Ebbers, chief execu- 
tive of WorldCom, is a low- 
margin business that will not 
yield a satisfactory profit. By 
owning its own switches, local 
loops and other facilities, he 
adds, a carrier can make gross 
profit margins of as much as GO 
per cent from local calls. 

Building these networks, 
though, is costly. This year, 
AT&T has attempted a short-cut 
by trying to negotiate a merger 
with one of the Baby Bells, SBC 
Communications - a deal that 


the outgoing FCC chairman, 
Reed Hundt, deemed unaccept- 
able on competition grounds. 
MCI, the company for which Mr 
Ebbers is now bidding, has had to 
renegotiate the terms of an acqui- 
sition by BT after running into 
difficulties with building net- 
works of its own. 

Failed or delayed business 
strategies like these have helped 
prompt fears that real competi- 
tion in local calling could be 
delayed for years. 

The arrival of a new breed of 
local super-carrier could help to 
change that Putting the MCI and 
WorldCom networks into one 
company - and combining them 
with Brooks Fiber, another com- 
pany Mr Ebbers bid for yesterday 
- would create a series of 
exchanges covering 92 cities. 
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Missing 

Persson 


When it comes to protocol, it 
seems no one can win- 


-Statohroad^asters, who are 
weffused to flattering tbe 


■ .Gflran Persson, Sweden’s 
Social Democrat prime minister, 
has a political bide as think as a ■ 
-rfafniocaros. but even he is 

* smarting over accusations that 
he has snubbed Jose Maria • 
Gil-Robles Gfl-Ddgado, president 
off the European Parliament 

The Spaniard was due to begin 
a visit to Sweden on Monday, at 
the request of the Swedish 
parliament, and wanted half an 
hour with Persson. But next 

• week sees the first 
parliamentary debate between 
Persson and Carl Bildt, his 
Christian Democrat arch-rival 
whb has just returned to. 

Swedish politics after his spell In 
Bosnia. It's viewed as a trailer 
for next year’s election 
campaign, and the Swedish PM - 
said he was busy preparing. 

. Gfl-Rnhlfis said he'd stay on in 
Stockholm until Tuesday 
mid-morning, but Persson said 
he had an all-day meeting of the 
foil Swedish government The 
result a pasting in tbe Swedish 
press, which has cast him as a 
Eurosceptic. 

Gfl-Robles has let it be known 
he's happy to delay the visit 
until Persson is free. But the 
King of Sweden was all lined up 
to roll out the red carpet for the 
-top Euro-pariiamentarian, and 
he’s now said to feel snubbed. 


Borderline casfcv v; 

■ There are tew tougher critics ' 
of the French goveniment'& ^Vi' • 
policy of cutting working: hptns 
to protect jobs than Jean 
Gahdois, chairman, of the 
Patrohat employers’ federation:-' 
He’s also a stern opponent ■ 

expanding: public spending. ■ ■■' . ' * 
So foe French, who don’t often 
pay much attention to thear 
Belgian neighbours, are taking ;•* 
an interest In a deal signed by > 
the CockeriH Sambre steel 
company over the border to cut . 
the working week, all pushed 
along by a heft y government job 
protection subsidy. • 
lh his capacity as chairman of 
CockeriH, Gandcds denies any ■ 
inconsistency: it's ’a fine example 
of his preference fra* making - 
judgments on a case-by-case 
basis, rather than government 
regulation. ' 


avoided- Hose- up shots, .bat the 
trademark, oKve green uniform, 
w&ich asually fits snugly, was 
tiangihg loosely in places. At a 
toptom^feroceptiaQ later,' ' 


pate^even gaunt. Ctaefocragfat 


often neglected name” because 
he “brilliantly said virtually 
nothing about tbe economy that 
could be interpreted as either 
good or bad news, thus almost 
Single-handedly maintaining the 
febulous bull market on Wall 
Street”. The Fed was suitably 
sBea t m bow Greenspan might 
celebrate his triumph. 


i .Qffiaizswfilbe watchlng . 
doeelylioWGastrolMJkteup to 
T^ gf mo uthy ■fSnp irnrnW party 


Olympic heights 


planned visit in January by Pope 
John -Fatal who isliimseff not in 
foe besief health.' 


Ai'fcpeak 


bahkers and economists as the 
hero of foe US’s economic, 
s inless , Alan Grpenflpm has 
.finally received an award which 
c is sorely Ms due. 


Fit as a Fidel 


■ Cuban President Fidel Castro', 
buried rumours of Ms death by • 
the simple expedient of .* 
appearing on television at the . 
weekend - pinning a gong on • 
visiting Malaysian Prime 
Minister Mahathir M ohamad - 
but hasn’t put paid to 
speculation about Ms health. 


- Aians. w£Q next week, name foe 
•, Fed dfa i rm a iT “Alan.flf foe Year 
• 1997C” the organfaationi was 
..founded in 1995 to promote foe 
cause ofmen (and, it claims, . 
women) around the world 
bearing any form of tbe name’s 
spiffing and gives annual 
awards to hijfo-achievmg Alans. 
Its4iim is to see “a millian new 
■Alans" by 2000. 

, The riiation fca- Greenspan 
says he added “new lustre loan 


■ When a chief executive feels 
under threat, the profit forecasts 
often start looking rosy. So it is 
at Olympic Airways, Greece's 
troubled state carrier, where 
suave top gun Jordan Karatzas - 
an airline consultant Who 
started out with PanAm and had 
a hand in restructuring several 
Latin American carriers - is in 
the embarrassing position of 
having to re-apply for his job. 

There'S never been much job 
security in the Olympic cockpit 
- few even last a year - and 
tough new transport minister - 
Tassos ManteDis has just asked 
headhunters to find someone to 
face down the airline's 1? 
powerful unions. There have 
been about so applications for 
the hottest seat in foe Greek 
public sector. The trouble is that 
many aren’t highly qualified 
international managers who 
happen to speak Greek. Like 
Karatzas, they’re present or 
■former Olympic executives 
looking for a second chance. 


fare being waged by its domestic 
competitors? Can it even survive 
in its present form? 

If foe WorldCom bid were to 
succeed, the hole in BTs world- 
wide strategy would be all the 
more cavernous. In London yes- 
terday shares in various other 
telephone companies, such as 
Cable & Wireless and Vodafone, 
jumped as traders speculated 
that BT, thwarted in its US ambi- 
tions, might turn elsewhere. 

But the lack of a US presence 
would be a severe blow to BTs 
global plans. Nor would an MCI- 
WorldCom merger be popular 
with Deutsche Telekom or 
France Telecom, which have a 
three-way alliance with the US 
long-distance company Sprint. At 
present. Sprint is third in tbe US 
long distance market alter AT&T 
and MCI. A combined Md-World- 
Com could make it an also-ran. 

The point can be applied more 
generally. In the world of old- 
style telecoms giants, BT counts 
as positively nimble. U nlike the 
most of its counterparts around 
the world, it threw off the dead 
hand of state ownership more 
than a decade ago. By contrast 
with WorldCom, though, it seems 
positively old-fashioned. So on 
the one hand were two large com- 
panies on either side of the 
Atlantic aiming at an old-style 
alliance. On the other, WorldCom 
represents the opportunistic flow- 
ing together of various technolo- 
gies thrown up by rapid change. 

The contrast has added poi- 
gnancy when we recall the terms 
in which the BT-MCI merger was 
presented last November. BT. we 
were told, might be a touch staid 
and slow-moving. But MCI was 
the maverick among phone com- 
panies, which had made its for- 
tune taking on foe might of 
AT&T and winning. MCI, it was 
implied, was the new ingredient 
to add zest to the BT culture. 

That proposition now seems to 
be stood on its head. In a US 
context it is MCI which seems 
slightly old and tired, sufficiently 
shaken by the pace of change to 
seek refuge in BTs embrace. 

Companies like WorldCom rep- 
resent the next generation: 
immensely fast-moving, amor- 
phous and unpredictable. The 
same description could be applied 
to the telecoms business as a 
whole. It is a world in which vet- 
erans such as BT - to say noth- 
ing of Deutsche Telekom. NTT of 
Japan and all the other national 
behemoths - look increasingly 
out of place. 


With that scale, WorldCom would 
have the depth of financial, tech- 
nical and management resources 
that the mainly small competi- 
tive local companies lack. Mr 
Ebbers’ management team also 
believes it can save $l_2bn in 
annual costs from its local net- 
works within five years. 

Wall Street was looking for 
something similar yesterday 
from AT&T, whose strategy in 
the local markets is temporarily 
on hold while it finishes the 
search for a new chief executive. 
The most likely candidate: Tele- 
port, a local carrier which would 
be left as the biggest rival to 
WorldCom. And if the fear of get- 
ting left behind forces the giants 
of the business to wade into tbe 

local market, then Mr Kennard 
will certainly have something to 
be thankful for when he begins 
his new job. 


Richard Waters 


100 years ago 


The Crisis At Athens 
Athens, 1st Oct. The Chamber 
met yesterday evening to 
consider the peace 
preliminaries. The Premier 
said the conditions of foe 
preliminary peace treaty 
which he brought before foe 
Chamber were onerous, more 
onerous than anyone .teould 
have supposed. The 
indemnity demanded was 
greater than foe resources of 
the country could bear. It 
amounted to more than the 
real expense of the enemy. A 
control was established over 
foe finances of foe country, 
and foe privileges of (keek 
subjects in Turkey were 
encroached upon. 


50 years ago 


Rationing Urged In U.S. 
Washington, 1st Oct 
President Truman’s Council 
of Economic Advisers to-night 
urged foe President to 
consider the restoration of 
price control and rationing in 
foe United States as possible 
steps if the voluntary food 
saving campaign failed. The 
Council presented a report to 
this effect shortly after the 
President's first meeting with 
his newly formed Citizens' 
Food C ommit tee and his 
appeal to the UJS. to eat less 
bread and save 100,000,000 
bushels of grain for hungry 
Europe. 
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UK intends to abandon 
advance corporation tax 


Deutsche 
Bahn in 


By Davhf WJghton, 
Political Correspondent 


The UK government is 
planning to scrap advance cor* 
poration tax as part of a radi- 
cal tax overhaul which would 
cut hundreds of millions of 
pounds from the bills of some 
of Britain's leading companies. 

Among the biggest gainers 
from the changes to corpora- 
tion tax would be the priva- 
tised water companies, whose 
low tax payments were fiercely 
criticised by Labour in opposi- 
tion. But the surprise move 
could leave smaller companies 
that do not pay dividends 
worse off. 

UK business is likely to wel- 
come the proposals, which 
would remove distortions from 
the tax system while protect- 
ing the £30bn (S4S.3bn) yield 
from the tax. 

The impact on the exchequer 
of abandoning ACT would be 
offset by making companies 
pay some of their corporation 
tax on a quarterly basis rather 
than nine months after their 


financial year-end. The biggest 
gainers would Include compa- 
nies that pay high dividends 
but earn most of their profits 
overseas. The water companies 
would also benefit because 
their high capital allowances 
mean most of their corporation 
tax is paid in the form of ACT. 

But companies that do not 
pay dividends would be worse 
off as a result of the move to 
quarterly payments. 

Gordon Brown, the UK chan- 
cellor, is expected to publish 
the proposals In next month's 
consultative “green budget” 
before taking the final deci- 
sions for next spring’s Budget 

Treasury ministers have 
concluded that scrapping ACT 
is the logical extension of the 
changes to the taxation of divi- 
dends announced in the July 
Budget Mr Brown was critic- 
ised for removing the tax cred- 
its on dividends received by 
pension funds while retaining 
the ACT companies pay on 
dividends. 

The ACT system, introduced 
in 1973, penalises companies 


which pay large dividends out 
of profits earned overseas. But 
Mr Brown also announced 
plans to end in 1999 the foreign 
income dividends (Fids) 
scheme introduced by the pre- 
vious government to mitigate 
the problem. 

The moves caused a storm of 
protest from large UK compa- 
nies, some of which warned 
they might consider relocating 
overseas. The government was 
forced to announce a partial 
climbdown, with Geoffrey Rob- 
inson, the paymaster general, 
launching a consultation with 
business over the best way to 
tackle the problem. 

Mr Robinson put forward 
proposals that Involved setting 
conditions companies would 
need to meet in order to con- 
tinue paying Fids. But minis- 
ters now favour the more radi- 
cal solution of scrapping ACT. 
“We are just waiting for busi- 
ness to say that that is what 
they want,” said one. 


campaign 
to tackle 
late trains 


Ralph Atkins in Bonn 
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Ramos urges deal with 
Marcos family over gold 


By Justin Marozzi in Manila 


Philippine President Fidel 
Ramos yesterday took steps to 
reach a negotiated settlement 
with the family of the coun- 
try’s late dictator, Ferdinand 
Marcos, over rival claims on 
the billions of dollars worth of 
gold alleged to be sitting in 
Swiss banks. 

Mr Ramos urged Congress to 
allow the government to nego- 
tiate a deal with the Marcoses, 
saying this would be the quick- 
est way to resolve the dispute 
that has been running since 
Mr Marcos was ousted in the 
1986 People Power revolution. 

Imelda Marcos, the former 
first lady who became the 
power behind the throne dur- 
ing the later Marcos years, 
moved quickly to support the 
president's move. "It is time 
for a settlement between the 
Philippine government and the 
Marcos family to settle the 
assets for the benefit of the 
Filipino people... and to pre- 
vent spurious foreign claims." 
she said. 

The prospect of recovering 
the Marcos assets has sparked 
off fabulous stories by the 



Imelda Marcos: backs Manila’s 
moves for a settlement 


three parties disputing it - the 
government, the family, and 
10,000 victims of human rights 
abuses under the Marcos 
regime. 

Talk of a deal between the 
Marcos family and the Ramos 
government has also intensi- 
fied speculation about political 
manoeuvring before presiden- 
tial elections next May. One 
political observer said the gov- 
ernment was wooing Marcos 
support for the administra- 
tion's candidate and receiving 
a favourable settlement in 


return. According to Mrs Mar- 
cos, her late hnsband legiti- 
mately amassed tons of gold as 
a part-time precious metals 
trader before reaching the 
presidency in 1965. 

The recent flurry of claims 
In the long-running quest to 
recover the gold was prompted 
by Robert Swift, a US lawyer 
representing the 10.000 human 
rights victims. He said 1,241 
tons of Marcos gold ware sit- 
ting in Swiss bank vaults. 

Mr Swift has accused a 
senior Philippine government 
official of selling Llm ounces 
of the gold in 1993 and deposit- 
ing $466m in proceeds in Rank 
Julius Baer in Switzerland this 
summer. 

On Monday, a treasure 
hunter giving evidence in a 
Los Angeles court said he saw 
$13bn of alleged Marcos gold in 
a bank vault, 

Union Bank of Switzerland 
and Bank Julius Baer have 
said they will appeal against 
injunctions issued by the US 
court, freezing any Marcos 
assets. Neither UBS nor Julius 
Baer has ever handled any 
Marcos money, according to 
their spokesmen. 


Business confidence slips in Japan 


Continued from Page 1 


government has insisted that 
the recent economic weakness 
was a temporary phenomenon 
caused by a rise in consump- 
tion tax in April. 

However, senior officials are 
now admitting that tax 
increases appear to be having 


a Larger impact on the econ- 
omy than expected. The Tan- 
kan results are likely to 
increase the pressure on the 
government to stimulate the 
economy. 

The Ministry of Finance is 
now planning to unveil new 
measures to encourage growth 
in the coming weeksJThey are 


unlikely to offer large tax 
cuts, but will include deregu- 
lation and a revision of the 
corporate tax regime. Another 
key element will be reforms to 
develop the market in asset- 
backed securities, in an effort 
to revitalise Japan's ailing 
property market and help its 
banks reduce tbeir bad debts. 
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Europe today 


Low pressure over the Baltic Sea 
will make Finland, the Baltic states 
and Russia overcast with outbreaks 
of rain. Sweden and Norway will 
have light rain with brighter spells. 

A front pushing south across 
central Europe will trigger showers, 
some thundery. Behind this, 
northern France will be mainly dry 
and bright, although a little cool. 
The Low Countries and Germany 
will be cod and showery. Southern 
France. Spain and Portugal will 
have warm sunshine and the 
remainder of the Mediterranean will 
be hot and sunny. 


Five-day forecast 

Eastern Italy and the Balkans will 
have heavy showers tomorrow. 
Some will reach northern Greece on 
Saturday. These areas will see 
warm sun by Sunday. High 
pressure win keep southern France 
and the Iberian Peninsula mainly 
sunny. Northern Europe will 
continue unsettled with frequent 
outbreaks of rain. 
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We are the World 


Deutsche Balm, Germany’s 
railway operator, has finally 
faced up to a fact well-known 
to mini ons of its passengers: 
the country’s trains no longer 
run on time. 

What is more, the company 
has announced that if punctu- 
ality is not improved, 4,000 
managers will lose part of 
their year-end bonuses. 

The launch by Johannes 
Ludewig, Deutsche Balm's new 
chairman, of a “punctuality 
offensive” not only unde-lines 
the economic pressures on 
Germany’s transport infra- 
structure, it also hi g hli g hts the 
country’s increasing embrace 
of Anglo-Saxon ideas on per- 
formance-related pay. 

In a speech to the German 
train drivers’ union, Mr Lude- 
wig said: “We have an unac- 
ceptably high level of unpunc- 
tuality. The causes run 
through all areas of the busi- 
ness and at all levels The 

old saying ‘punctual as the 
railway* must become once 
more the trademark of Deut- 
sche Bahn.” 

Deutsche Bahn has not yet 
published punctuality statis- 
tics but German rail passen- 
gers are used to trading travel 
horror stories. “The InterRegio 
[suburban service] is always 
late - up to an hour sometimes 
- and one morning it didn't 
come at all,” said Christiane 
Handler, waiting for her train 
home from Bonn's main sta- 
tion last night 
Matters have not been 
helped by old rolling stock and 
infrastructure inherited after 
German unification in 1990. 
The complexity of the rail net- 
work - the most extensive in 
Europe - makes it prone to 
widespread “domino-effect" 
delays when a single train is 
late. But many passengers also 
suspect the delays reflect mod- 
ern German attitudes towards 
a service-oriented culture. 

Mr Ludewig - a former gov- 
ernment state secretary who 
was educated at Stanford Uni- 
versity. California, and at the 
Ecole Nationale d’Administra- 
tion in Paris - has only been 
Deutsche Bahn chairman since 
July. He is overseeing the 
run-up to a company listing on 
the stock market. 

In his speech, he offered rail 
drivers reassurance that no 
one sector of Deutsche Bahn's 
250,000 employees was being 
blamed. For this reason, a pro- 
portion of the performance-re- 
lated bonuses of 4,000 manag- 
ers would depend on the 
service halving by next May 
the total length of delays. 

Details of the scheme are 
being worked out. but statis- 
tics on late arrivals and the 
proportion of bonuses covered 
by the punctuality target will 
be published. Deutsche Bahn 
said. 


Even in an . industry used to 
telephone number-sized deals, 
WorldCom's $30bn bid for MCI 
takes some beating. The aggressive 
US operator is offering a premium 
of perhaps $l3bn to MCTs fair value 
on a stand-alone basis and $6bn 
more than the renegotiated offer 
from British Telecommunications. 

MCI is clearly worth more to 
WorldCom than to BT. Because 
both are largely domestic US opera- 
tors. they should be able to achieve 
much greater cost savings by merg- 
ing local and long-distance net- 
works. WorldCom puts those syner- 
gies at S2.5bn in 1999. Taring those 
and applying a multiple of 10 times 
earnings would suggest added value 
of S15bn, meaning the deal might 
just stack up from the perspective 
of WorldCom shareholders. But a 
third of those savings are simply 
reduced capital spending by MCL 
How much revenue will be lost if 
MCI does not build as big a local 
network as originally planned? 

Moreover, there is a whiff of the 
bull market about WorldCom's all- 
paper offer. The highly acquisitive 
group, valued largely on future 
potential, is using its rating of over 
40 times expected 1998 earning; to 
buy itself a substantial profit 
stream. 

BTs share price leapt for joy yes- 
terday. in relief that WorldCom's 
offer has offered it an escape route 
from a risky and dilutive acquisi- 
tion. Even after August's renegotia- 
tion. BTs bid looked like destroying 
value for its own shareholders. 

Nevertheless, BT is now in a 
bind: without MCI. there will be a 
gaping hole in its international 
strategy. One response would be to 
increase its own bid. With luck, BT 
management will reject that option: 
but. if not. shareholders should vote 
it down. That, though, does not nec- 
essarily mean BT is oat of the 
game. It could try to knock the 
value of WorldCom's bid by rub- 
bishing the company. That would 
be a high-risk strategy: but given 
the stratospheric value of World- 
Com's paper there would be a sport- 
ing chance of success. But even if it 
did succeed, it would hardly be in 
BT shareholders' interests. 

It would be much better to negoti- 
ate some form of three-way deaL 
BTs Concert joint venture for serv- 
ing multinational clients with MCI 
could continue with the enlarged 
group- Indeed, a stronger US part- 
ner and the inclusion of World- 
Corn’s non-US assets would be a 
bonus. Such an approach would 
also allow BT to restructure its bal- 
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option - the public has . turned, 
against public spending pro- 
grammes and. he himself was 
elected on a mandate to improve 
government finances. 

With official interest rates at OS 
per cent and the US vociferously 
agains t further yen weakness, there , 
is precious little room for monetary 
manoeuvre either. For investors, 
the best response is to stand aside; 
There is too much economic uncer- 
tainty to start getting brave with, 
equities. As for bonds, even if infla- 
tion. adjusted for tax distortions,' Is 1 
slightly negative, a real yi eld 
around 2 per cent is hardly e ntio - 
mg. 
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an sheet As a first step, it could 
sell its $6bn stake in WorldCom/ 
MCL With that extra cash, it could 
afford to buy back perhaps £10bn 
worth of shares without stretching 
its balance sheet With such finan- 
cial engineering; BT shareholders 
would secure earnings enhance- 
ment of around 20 per cent com- 
pared with the 10 per cent dilution 
buying MCI would cause. 

BT management erf course, will 
not like shrinking the business. But 
with its reputation for effective 
deal-making sullied by recent 
events, it will be under strong pres- 
sure to deliver. 


Japan 

The news from Japan goes from bad 
to worse: first the hammer blow of 
second-quarter gross domestic prod- 
uct de clining by 2L9 per cent; now 
the grim Tankan survey of business 
sentiment Not only is the mood 
worse than a few months ago, but 
no improvement is expected. And 
some of the detail is disturbing: ris- 
ing inventories, falling retail prices 
and a depressed small business 
mood, which spells trouble for 
employment and consumer spend- 
ing. Then there is the looming 
shadow of south-east Asia - desti- 
nation for IS per cent of Japan’s 
exports and 4 per cent of its bank 
lending. 

There is no doubt that Ryu taro 
Hashimoto, the prime minister, 
erred badly in pushing* through 
aggressive tax increases in ApriL 
True, with the worst fiscal position 
among leading economies, he was 
in a tight spot. But the patient was 
dearly not strong enough for the 
medicine. Now he sits in a hopeless 
position. Fiscal reflation is not an 


UK taxation "i: y; 

The British government raadera 
pig’s ear of its abolition of dividend- 
tax credits received by pension 
funds in July's Budge*. Its plan now 
to consign advance corporation tax 
(ACT) to the dustbin will partly 
clean up the mess. The move will be , 
particularly welcome to companies 
that pay more ACT on their -divi- 
dends fran they can count against 
their mainstream corporation tax.. 

Such surplus ACT payers come in 
three mam categories: multination- 
als with huge foreign earnings; loss-' 
m aking companies; and groups 
whose taxable UK .profits .are- 
depressed by high investment,-. In 
the latter category, the biggest win-: 
ners are the water companies, 
whose after-tax namings could rige 
by 5-10 per cent Such a windfall 
may not be what a government that 
has just Imposed a windfall tax an 
the water sector intends. But it 
would have poetic justice. 

Longer term, abolishing ACT 
should change the behaviour even 
of companies that do not pay sur- 
plus ACT. No longer would there be 
any disincentive for those , with 
spare capital to return it to share- 
holders. Reuters, for example, has 
long been deterred from 
distributing its cash pile because 
doing so would incur surplus ACT. 
Underperforming companies mak- 
ing big disposals - like BTR, DaL 
gety and MEPC - would also face 
no tax obstacle to handing all the 
cash back to investors. Ironically, 
again, big pay-outs to shareholders 
may not be what this government 
intends. But it could lead to .a 
healthy recycling of capital to com- 
panies that can use it better. 


Additional Lex .on WJL Smith, 
Page 25 
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ABN Amro sets 
up shop in Asia 

branches in six other Aaten 

Streamllnftd SASfpcucw on growth 

Jan Stenberg Gaft), the 
58-year-old lawyer at 
the controls of Scandi- 
navian Airlines Sys- 
tem, Is hoping to steer 
the carrier into calm 
airspace after three 
years of turbulence. 
Since joining SAS in 
1994 he has cat costs by 
more than SKiflbn 
($395 .8m). The airline 
survived the surgery 
required to pull it through the recession of the 
early 399fts, and has now moved from a period of 
retrenchment to "focused growth". Page 23 

Bank of Nora Scotia to buy Mocatta 

The Bank of Nova Scotia is to acquire the 
Mocatta Group to fonn the biggest force in the 
global gold and silver bullion and base metals 
markets. The combined group, Scotia-Mocatta, 
will have clients in 65 countries and its “book” 

- the notional value of forward contracts and 
options - wiU be worth about $70bn. Page 28 

Israel hopes for sustained rally 

Israel’s traders are hoping that US attempts to 
restart IsraeH-Palestinian peace talka will lead 
to a sustained rally on the Tel Aviv Stock 
Exchange when it reopens on Sunday. Page 38 
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Korea Telecom postpones issue 

Fall in Seoul stock market is blamed 


By John Burton m Seoul mid 
Vincent Boland in London 

A $L2bn global share offering 
by Korea Telecom, South 
Korea’s state-controlled tele- 
communications company, 
been delayed because of a 
sharp decline in the Seoul 
stock market and worries 
about the country's corporate 
credit ratings. 

Finance ministry officials 
said yesterday the ET issue 
might be delayed for only a 
week or two, but analysts said 
this was too optimistic. Inves- 
tor roadshows to present the 
KT offering abroad, due to 
start this week, did not go 
ahead, making it difficult to 
realise the government's plan 
to list the issue in New York 
and London later this month. 


The government is else consid- 
ering delaying a listing cm the 
Seoul stock market, which was 
to coincide with the interna- 
tional offering. 

Officials indicated yesterday 
that the size of the issue, in 
the form of ADRs (American 
depository receipts), might be 
cut to $600 ul The govern- 
ment's target price of 
Won60,000 a share, substan- 
tially higher than the 
Won35,00Q price on the domes- 
tic over-the-counter market, 
may also have to be reduced. 

Analysts consider the target 
price unattainable. “The gov- 
ernment was expecting a huge 
premium that just isn't there. 


There's a buyers' strike on 
Korean shares," an anal yet in 
Seoul said. 

The problems with KT come 
after two other Korean tele- 
phone companies were forced 
last month to postpone new 
issues because investors 
regarded them as too expen- 
sive. They were a $200m con- 
vertible bond issue by Da com, 
a long distance call provider, 
and a $i00m issue of American 
depository receipts by SK Tele- 
com, a mobile telephone 
company. 

“The government's timetable 
for KT is too tight and was 
launched without adequate 
preparation.” said an executive 


of a foreign securities firm 
involved In placing the KT 
issue abroad. 

Scepticism among foreign 
investors about Korean paper 
reflects a recent fall in the 
Seoul stock market caused by 
the threatened bankruptcy of 
the Kia motor group, the 
nation's eighth largest con- 
glomerate- Investors are wor- 
ried about further declines 
because of financial problems 
at other industrial groups after 
several big corporate collapses 
this year. 

Prospects for the KT issue 
have also been hurt by compet- 
ing share offers from two other 
big Asian telecom companies - 


a HK$26bn offering from China 
Telecom (Hong Kong) and Aus- 
tralia's A$l4bn Telstra issue - 
launched earlier this week. 

Some analysts predict that 
the KT share issue may have 
to be postponed to next year 
while the government grapples 
with domestic corporate col- 
lapses. which have left H anks 
reeling. But the government is 
under pressure to sell a stake 
this year to fill a revenue 
shortfall of Won3,500bn for 
1997. 

Domestic institutional inves- 
tors, who have bought 29 per 
cent of KT in private place- 
ments. are believed to be push- 
ing for an overseas issue and a 
domestic listing soon so that 
they can sell their shares to 
foreigners and recoup some of 
their investment. 
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Maid in 
£300m 
takeover 
of US 
group 

By Andrew EdgecUffe-Johnson 

Maid, the electronic 
information company, has 
agreed to pay almost £30 Dm 
($483m) to take over Knight- 
Ridder Information, creating 
the world's largest o nlin e 
information company. 

The deal will more than dou- 
ble the size of the UK com- 
pany, which is valued at 
£20 Qul Details of the purchase 
will be announced today. 

Dan Wagner. Maid’s chief 
executive, revealed seven 
weeks ago that he was in taika 
with Knlght-Ridder, the 
Miami-based publisher, about 
buying its electronic informa- 
tion division. 

Knight-Bidder put the sub- 
sidiary up for sale, in an auc- 
tion... handled by Gol dman 
Sachs, in April 
Mr Wagner is expected to 
say today that the acquisition 
will be for less than the £300m- 
plus price originally forecast 
by analysts. 

Maid wQl also confirm that 
the deal wQl be funded by a 
mixture of debt and new 
equity, 

Most of the consideration 
win be funded by debt, but 
Maid has chosen to raise the 
new money through a placing 
rather than a rights issue. 

This reflects the company’s 
keenness to broaden its share- 
holder register and the fact 
that some directors could not 
have taken up their rights in 
full because of the size of then- 
holdings. 

Fears of a large rights issue 
depressed the shares when 
news of the talks first 
emerged. Yesterday they were 
unchanged at 215p, 22p below 
their level before Maid con- 
firmed market speculation 
about its intentions. 

Maid win also ask the Lon- 
don Stock Exchange for deal- 
ings in its shares to he 
suspended, as it begins a road- 
show around institutional 
shareholders to raise the new 
money. 

Michael Mander, Maid’s 
dinn-man, said In. August the 
acquisition would be made 
only if Maid c*mid ensure that 
it would enhance its eamings 
per share in the first full year 
following the com b i n ation of 
the two groups. 

Maid is also expected today 
to unveil detailed plans for 
integrating and rationalising 
the two companies. 

Mr Mawriwr said seven weeks 
ago he viewed the deal as a 
meager or partnership rather 
than a takeover. 

Knlght-Ridder executives are 
likely to take senior positions 
on the combined group's 
board. 

Maid intends to apply its 
technology to Knight-Bidder 
Information's 6bn pages of sci- 
entific and technical data. The 
US group has 200,000 custom- 
ers across ISO companies, and 
would sharply expand Maid's 
distribution capacity. 

Maid’s shares have been 
under pressure in recent 
weeks because of some ana- 
lysts' concerns about the scale 
of the deal 

“It’s a huge gamble," one 
said last night. “Maid has to do 
a deal like this, but it’s bound 
to make people nervous." 

Last year Knight-Ridder 
Information had sales of 
pgrem, compared with Maid’s 
turnover of just fiZLm. Biaid is 
still reporting operating losses, 
although these almost halved 
to £L7im in the six months to 
June 30. 


Fashion group to restructure after founder’s murder 

Versace delays 
IPO until 1999 



Change of mind for the Versace label 


Phdunc NU Mdnamay 


By Alice Rawsthom 

Gianni Versace, the Italian 
fashion group* has postponed 
plans to go public until 1999. 
while it restructures its busi- 
ness following the murder this 
summer of its founding 
designer. 

The group, which became 
one of the world's best-known 
fashion brands during the 
designer’s lifetime, had 
planned to stage an initial 
public offering on the New 
York and Milan stock markets 
next June. 

However, Santo Versace, 
chairman and elder brother of 
the late designer, has 
announced that the issue, pre- 
viously expected to valne the 
company at op to $l.5bn, will 
be rescheduled for the first 
half of 1999. 

The delay, while not unex- 
pected after the designer's 
sodden death, comes at a sen- 
sitive time for the global lux- 
ury goods market, which is 
experiencing a slowdown in 
growth after a buoyant period 
during foe mid-1990s. 

Shares in Gucci feD sharply 
last week after it warned that 
profits growth would decline 
this year because of the weak 
yen’s impact on demand from 
Japanese consumers. 

The Versace group said yes- 
terday it had decided to post- 
pone its public sale to allow 
time to resolve problems of 
succession following its found- 
er's death. In his wfU, Mr Ver- 


sace left his fortune, including 
a 45 per cent stake in .the busi- 
ness, to Aliegra Beck, his 11- 
year-old niece. 

The stakes of the remaining 
shareholders - Santo's 35 per 
cent, and the 20 per cent held 
by Donatella Versace, his sis- 
ter and Allegra’s mother - 
remain intact. 

Ms Beck's shares will be 
placed in trust until her 18th 
birthday. The Versaces are 
now waiting for a tutor to be 
appointed by a Milan court to 
represent her Interests. 

The delay in the public sale 
will also allow time for pro- 
spective investors to assess 
the impact of the designer’s 
death on the group. Analysts 
had previously voiced concern 
that investors might be wary 
of the company until it had 
proved it could sustain its 
commercial success without 
the founder. 

The first indication of its 
progress will be the Gianni 
Versace women's ready-to- 
wear collection for next 
spring, scheduled to be shown 
in Milan next Thursday. 

This will be the company’s 
first fashion presentation 
since the murder and the first 
collection to be unveiled by 
Ms Versace in her new role as 
chief designer. 

Ms Versace has designed the 
sporty Versus collection for 
several years, and worked 
closely with her late brother. 
She must now prove she can 
assume a wider-ranging role. 


Brussels 

opposes 

Finnish 

energy 

link-up 

By Greg Mctvor in Stockholm 


Hopes for a merger between 
Neste, the partly privatised 
Finnish oil and petrochemicals 
group, and Imatran Voima 
(TVO), the state-owned domes- 
tic power utility, have hit 
opposition from the European 
Commission, which has voiced 
concerns about domination of 
Finland's energy industry. 

The government, which 
holds 83 per cent of Neste and 
95.6 per cent of IVO, had been 
expected yesterday to 
announce plans for extensive 
co-operation between the two 
groups, marking the comple- 
tion of a strategic review Initi- 
ated by Finland's trade and 
industry ministry in June. 

However, the government 
said only that fresh discus- 
sions would start aim ed at 
expanding collaboration 
between the two groups. The 
talks were expected to be con- 
cluded by the end of the year. 

Neste officials said the stra- 
tegic review, originally proj- 
ected to be completed in late 
August, had encountered 
objections from Brussels over 
the competition implications of 
a link-up between it and IVO. 

Neste is the sole distributor 
of natural gas in Finland 
through Gasum, its joint ven- 
ture with Gazprom, the Rus- 
sian gas giant. IVO is unrival- 
led as the country's biggest 
power generator. 

Liz Christie, European elec- 
tricity analyst at Merrill Lynch 
in London, said: “A merged 
company would have a very 
strong position in the provi- 
sion of fuel to retail customers 
so it is logical that the Com- 
mission would look at it." 

Last year Brussels blocked a 
Slbn merger in Finland's retail 
and wholesale sector - the 
first time it had intervened to 
impose European competition 
laws on the country. 

Finnish trade and ministry 
officials stressed they believed 
closer ties between Neste and 
IVO had a “strong economic 
and strategic rationale". 
Improved co-operation would 
avoid operational duplication 
and create a competitive group 
with international clout. 

Neste is anxious to expand 
in the Nordic-Baltic energy 
market. By contrast, IVO has 
been un enthusiastic about 
more co-operation, saying this 
should wait until the govern- 
ment has started its flotation. 


Reuters invests 
$80m to take on 
internet rivals 


By Christopher Price m Zurich 

Reuters, the financial 
information and media com- 
pany. is to step up investment 
on internet technology in 
response to growing competi- 
tion from other companies 
which provide financial infor- 
mation online. 

The company yesterday 
unveiled plans to spend $80-5m 
on a Geneva-based “Global 
Technical Centre", which 
will spearhead the develop- 
ment of internet-related prod- 
ucts. 

The group also aunminced a 
number of internet products. It 
confirmed the launch of its 
first Internet site for European 
retail investors and detailed 
new products that use web 
technology. 

These products link up 
finan cial institutions’ own 
intranets with Reuters' own 
web technology and are 
designed to bring Reuters 
financial information and 
other services to the back 
offices of hank and broker cus- 
tomers. 

Dismissing suggestions that 
the internet is a threat, Jean- 
Claude Marchand, director for 
European operations, pre- 
dicted that all the Reuters’ ser- 
vices would be delivered either 
on the internet or via internet- 
related products within five 
years. 

“It is a great opportunity for 
us to use tire technology being 
created for the internet to 
enhan ce our own ability to 
deliver,” he said. 

Mr Mamhanri also said that 
the group needed to market its 
brand more actively to users of 
the internet, where its content 



Jean-Oaode Marnhand 


is being increasingly seen and 
used. Initially some £10m is to 
be earmarked for this market- 
ing drive. 

Analysts said yesterday that 
the moves were “a step in the 
right direction”, but would do 
little to change the market's 
long-term concerns about the 
group’s prospects. Competition 
in Reuters' traditional mar- 
kets, such as foreign exchange 
dealing systems and financial 


information, has been increas- 
ing. 

The growth of the internet 
has underlined these fears. 
Other internet-related innova- 
tions under development by 
Reuters in the longer term 
include pay-per-view technol- 
ogy and a smart card, which 
wfl] allow Reuters subscribers 
to access the group's services 
via the world wide web from 
anywhere in the world. 

William Dormer, director of 
research and architecture, said 
the smart card could lead to a 
“big boom" in revenues. 
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FT reporters examine the 
dramatic impact of yesterday’s 
record-breaking $30bn bid for 
MCI by Bernard Ebbers’ 
fast-growing WorldCom 

High 

achiever 
reaches 
for MCI 


For Bernard Ebbers. the 
flamboyant chief executive 
of WorldCom, there was only 
one answer yesterday to the 
question of why sharehold- 
ers in MCI Communications 
should turn their backs on 
the agreed merger with BT 
and accept his own embrace. 

“Investors in stocks know 
who the winners and the los- 
ers a re," be said. Then, 
remembering MCI's glorious 
past and correcting himself 
slightly: “Or who the over- 
achievers and the achievers 
are." 

Mr Ebbers clearly deserves 
the over-achiever labeL It is 
just one sign of the remark- 
able rise of his Mississippi- 
based company that even 
high-fliers like MCI - which 
led the assault on AT&T’s 
dominance of US telecommu- 
nications in the 1980s - can 
begin to seem like. well, los- 
ers. 

The yardstick of his over- 
achievement has been a 
stock price appreciation that 
is virtually without rival in 
the US stock market. 

While slipping slightly this 
year, the company's average 
annual price appreciation 
over the previous decade 
topped 57 per cent, making it 
a stand-out even when com- 
pared with second-placed 
Amgen, the biotech world's 
most successful company. 
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Top 10 completed or pending M&A deals 

Dais Target Country Target 
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Such performance is more 
familiar in the early years of 
a company’s life. It is more 
difficult to sustain later, and 
Mr Ebbers will definitely be 
pushing his ambitiously- 
named company into new 
territory if be pulls off the 
merger. 

The MCI acquisition, if 
completed, would bear many 
of the hallmarks of his ear- 
lier deals - a consideration 
which helped to assuage 
some of Wall Street’s con- 
cerns yesterday. 

The Mississippi native, 
who has always adopted an 
iconoclastic approach to big 
business, made a name for 
himself by acquiring small, 
long-distance telephone com- 
panies. consolidating their 
businesses in to his own net- 
work and wiping out their 
overhead costs. 

It proved a singularly suc- 
cessful strategy and was 
capped in 1995 with the 
32.5bn purchase of Wiltei. a 
deal which catapulted his 
company LDDS - which was 
later renamed WorldCom - 
to fourth in the highly-com- 
petitive, long-distance mar- 
ket, to behind AT&T. MCI 
and Sprint. 

In that regard, an MCI pur- 
chase would fit the pattern 
neatly. 

MCI’s own fortunes in 
long-distance have been slip- 


Coumy ■■ adder Bidwa&* 



Sivifz. PhannaceuticalsfcfMflnfcate . Sandoz Swltz. Phwmaceidicate/otienilcate 2756. 

US- Tetecommunicaljons . ’ SBGCommunicatlon* US Tefecouunuikatonc _ , 2 ^ 10 

rn OT AUntie 1 zZJ3 ° 

Japan Banking . MttndBank J^jan Banttig .. .... 19 ^ 3 -. . 

y ’ Watt Disney 

GnmrtMetropo&tai tK. «■» i 

US Banking NationsBank US Banking ^ . _ 1SS O i 

Daateorett«^vaiaaBaro3tt^c<bkl7tt)>Bdowno>inc<a^ rtB i wwg i ^ .prtvafl MMan» »loaoon»andbor-*Mrfw s , ^ - eMnsStr 

Top telecommunication companies 

I tank Company Country 1996 revenues 

NTT . ./Japan 


i 

Mar 7 “96 Cfea 
.Oct 25 '88 -HJR Nabisco, 

Apr 1 ,r 96 Pacific TeJesw 
Apr 23 '96 - Nynex 
Aug 30 ‘89 TaJyo Kobe Bank 
Aug 1 '95 CaptWG^ABC _ 

May 12 *97 CkAmess . ‘":.T - ■ ($ 

Aug 29 *97 Barnett Bonks 



1 


AT&T 

ire 

Deutsche Telecom 




.5 , 

FtanceTMcoro 

Francs 

6 

BT 

UK 

7 *. 

. GTE 

us ■ 

8 

BaflSouth 

US 

9- 

- Ericsson 

Sweden 

10 

MCI Communications 

us 


WorldCom 

US - '. . . 



WoridCom 

Operafingrevenos 


Sources; Acquisitions Monthly: Fortune; company 



ping this year - a fact which 
was overshadowed two 
months ago by the far more 
drastic announcement of Its 
likely losses in local calling. 

At the same time, 
long-distance telephony may 
be in no immediate danger 
of being subsumed by the 
internet, but the rapid 
growth of packet-switched 
networks has begun to eat 
Into the growth rate of tradi- 
tional telephooy. 

Against that background, 
combining MCI's biggest 
business with that of World- 
Com - creating a company 
with just under 30 per cent 
of US long-distance calling, 
compared with just under 50 
per cent for AT&T - would 
simply be an extension of 
the old Ebbers magic. 

Since renaming his com- 


pany WorldCom three years 
ago. Mr Ebbers has also used 
acquisitions to take his com- 
pany In new directions, lay- 
ing the groundwork for 
when the artificial barriers 
in the US telecoms industry 
fall and technological devel- 
opment transforms the eco- 
nomics of the business. In 
both cases, again, an MCI 
deal would make a good 
match. 

After Wiltei, Mr Ebbers’ 
next big deal was the $12bn 
purchase of MFS Communi- 
cations a year ago. 

MFS, a company that 
builds and operates local 
telephone networks mainly 
for business customers in 
many US and European 
cities, had just agreed to buy 
UUNet, the biggest internet 
services company in the US. 


MFS*s local networks posi- 
tioned WorldNet for the time 
when the old distinction 
between local and 
long-distance reefing in the 
US, established with the 
break-up of AT&T in 1934. 
was finally consigned to 
history. 

In addition to the 52 cities 
where MFS has established 
networks. WorldCom will 
now inherit the MCI Metro 
networks, which are at a far 
earlier stage of development. 

It also reached an agree- 
ment yesterday to pay $2.4bn 
for Brooks Fiber, which 
operates local networks in 
many second-tier cities and 
has been singled out by Wall 
Street in recent weeks as a 
likely acquisition target. 

By folding the nascent 
Metro networks into this col- 


lection. WorldCom predicted 
it could save 8500m in the 
first year, rising to $1.4bn 
in 2002. 

MCI will round out one 
other area in which Mr 
Ebbers has proved acquisi- 
tive: the internet. 

Having Inherited UUNet 
almost by chance, the World- 
Com boss has now taken to 
applying his normal meth- 
ods to this fast-growing part 
of the telecoms world. 

Last month, in a three-way 
deal involving America 
Online and CompuServe. Mr 
Ebbers agreed to buy the 
telecoms infrastructure of 
both online services. And, 
with MCL he will tnhait one 
of America's most important 
internet backbones. 

Richard Waters 


ft TERMS 


Bid backed 
up by strong 



WorldCom, by launching ah 
all-share bid worth about 
$30bn far MCI, is taking full 
advantage of the strength of 
its own stock to put an 
attractive offer on the table. 

Based on average brokers' 
forecasts provided by First 
Call, the research group, 
WorldCom’s shares, cur- 
rently priced at $35, are trad- 
ing at more than 40 times 
prospective 1998 earnings. 

In contrast, MCI was trad- 
ing on 26 times next year’s 
forecast earnings before the 
bid was announced yester- 
day morning. 

T he hig h valuation of its 
stock also allows WorldCom 
to promise that the deal will 
immediately enhance earn: 
fogs per share. 

Bernard Ebbers, chief 
executive, said yesterday: 
“This transaction is expected 
to be accretive to our earn- 
ings by as much as 22 per 
cent in. the first year after 
dosing.'’ 

Much of tins is simply Ihe 
accounting effect of buying 
MCI's earnings stream with 
higher-valued WorldCom 
paper. The remainder will 
come from planned cost 
savings, which WorldCom 
estimates at $ft5bn in 1999, 
rising to $5bn by 2002. - 

According to Scott Sul- 
livan, chief Snimriai officer, 
the enlarged group should be 
able to save $800m in 1999, 
the deal's first fall year, 
from combining the two 
companies’ domestic and 
international phone net- 
works. This figure rises to 
$1.8bn by 2002. 

A further $500m-$800m 
s h ould come from reducing 
MCI's losses in local ser- 
vices, as WorldCom has 
already built much of the 
necessary infrastructure. 
That figure could grow to 
$1.4bn by early next century. 

The third tranche of 
savings - from combining 
corporate overheads, lower 


advertising spending and 
greater efficiencies - should 
amount to $90Qm to SlbninS: 
dail y, increasing to $1.2bn 

by 2002. ■, v>- 

■ Mr Ebbers said that Worid- 
Com was able to top the hid 
from British Telecommand 
cation because the UK -tele- 
coms company was unable 
to match these projected 
cost savings. "They just 
don’t -live here,” he : said 
yesterday. 

He added that the proj- 
ected cost savings were 
. unlikely to include substan- 
tial job cuts. “By and large, 
the employee base should be 
stable," he said. \ .. . 

The transaction hinges oh 
the level of WorldCom’s 
share price, so it has been 
stru c ture d to include . a ;“cap_ 
anil collar”— . . . . l-..^ 

Investment bankers say 
this is a common device- to 
transactions where the bid- 
der Issues a large amount of 
stock and is concecned about 
the strength of its own share 
price. It is designed to give 
investors in the target com- 
pany a fixed price, while 
making it more difficult for . 
arbitrageurs to put the bid- 
der's stock under pressure / 
by selling it short 

WorldCom, - which will 
Increase its share, capital by 
about 80 per cent if the deal, 
goes through, is offering MCI 
holders not less than L0375 
shares (if WoridCom's aver- , 
age price in the 20 days 
before the deal closes . is_ 
above $40) or not more than. 
L2206 shares (if WarldComV 
price is below $34). 

In between $34 and $40, 
the share-to-share ratio will 
vary to provide MCI holders 
with a fixed value of S4L50. 
This scheme provides MCI - 
investors with a fair degree 
of certainty. They fare addi- 
tional risk only if WorldCom 
shares toll below $34, while 
they would benefit if they 
rose above $40. 


■ TRADERS - By Tracy Corrigan and William Lewis ; 


|i LONDON REAC1TON - By.Clay Harris and Virginia Marsh 
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Manna from heaven 
for the arbitrageurs 


WorldCom’s S30bn bid for 
MCI was yesterday wel- 
comed as manna from 
heaven by Wall Street 
arbitrageurs and Salomon 
Brothers, the invest- 
ment banking advisers to 
WorldCom. 

Several arbitrageurs said 
WorldCom’s bid would 
lessen the heavy losses they 
suffered when British Tele- 
communications in August 
renegotiated a lower bid 
price for MCL 

Arbitrageurs attempt to 
make profits by trading on 
the differentials between 
stock prices and other traded 
instruments. Earlier in the 
year, arbs bought shares in 
MCI which were trading 
below the price BT was will- 
ing to pay, in the expecta- 
tion that the BT-MCI merger 
would go ahead on the terms 
originally agreed. When the 
deal was then renegotiated, 
the arbs suffered losses. 

Peter Schoenfeld, who 
runs PSAM, an arbitrage 


firm, said: “We are obviously 
delighted that WorldCom 
has come in. We were dis- 
mayed when BT renegoti- 
ated its deal with MCI and 
cut its price so dramatic- 
ally." 

Another New York-based 
arb said: “BT underesti- 
mated how much it was 
underpaying for MCL I can’t 
see how they can go back to 
shareholders now and say 
they want to pay more." 

He added: “BT had a 
chance to buy the number 
two company in the US. and 
any telecoms company with 
global ambitions lias to be in 
the US. Without MCL BT is 
an under-achieving utility 
with zero growth prospects 
which is losing market 
share." 

Several arbs said they had 
been short on BT stock and 
long on MCI ahead of yester- 
day morning's announce- 
ment, and therefore stood to 
make unexpected gains. 

Some said they were now 


buying BT stock to cover 
their short position, but 
would remain long in MCL 
because the WorldCom bid 
could be increased or topped. 
One arb said his fund would 
remain short in BT, because 
he believed the shares would 
fall because of BTs poorer 
long-term prospects without 
MCL 

Salomon Brothers, which 
is thought to have suffered 
losses of about $l00m on 
arbitrage trading around 
the BT-MCI merger, refused 
to disclose yesterday 
whether it had closed out 
the position ahead of yester- 
day’s announcement by 
WorldCom. 

It also declined to give 
details of the fee it expected 
to earn from advising World- 
Com on the deaL However, 
sources close to the transac- 
tion said that the investment 
bank, which is being taken 
over by Travelers Group, 
could make as much as $45m 
if the deal is closed. 


BT seen as short of options 


Bad news for British 
Telecommunications’ inter- 
national ambitions, good 
news for BT shares. True 
believers in BTs ill-starred 
pursuit of MCI Communica- 
tions and sceptics were 
united yesterday: its giobal 
strategy appears to have 
been left in tatters. 

BT shares jumped 32V*p to 
442p on the hope of another 
special dividend or a share 
buy-back, assuming that BT 
would cash in its MCI stake 
for at least £4bn. The surge 
was helped by arbitrageurs 
covering short positions. 

But amid the immediate 
euphoria and with BT main- 
taining a rigorous silence - 
as it has at other embarrass- 
ing m omen ts during the MCI 
affair — institutional inves- 
tors and analysts were left 
guessing about BT’s next 
move. 

Questions were also raised 
about the position of Sir Iain 
Vallance, chairman, and Sir 
Peter B onfield, chief execu- 
tive. who have staked their 
reputations on the MCI deaL 

Mike Williams, telecoms 


analyst at Nat West Markets, 
which had backed the deaL 
said: “It looks like the whole 
giobal strategy BT has been 
nurturing for the past five or 
10 years has fallen down 
around its ankles." 

James Dodd, of Dresdner 
Kleinwort Benson, who has 
been perhaps the most out- 
spoken critic of BT buying 
MCI at any price, was jubi- 
lant. He said: "It is a perfect 
day of deliverance for BT 
shareholders." 

One of the few things on 
which institutional investors 
agreed was that BT could 
not renegotiate, a second 
time, with MCI. “There is 
absolutely no way that, as 
shareholders, we would 
countenance BT trying to 
better or match WorldCom's 
offer," one fund manager 
said. 

This view was shared by 
those that had supported 
strongly the MCI deaL One 
said: “We’re sorry this has 
happened, but even if this 
deal was strategically impor- 
tant this outcome is prefera- 
ble to BT paying too much." 


Many believed BT should 
try to negotiate some form of 
three-way arrangement with 
WoridCom and MCL In spite 
of an olive branch yesterday 
from WorldCom, many noted 
its preference for ownership 
over partnership. 

“BTs 20 per rent stake in 
MCI gives It an entree. It has 
some say, and we would 
encourage it to try to use 
this to its advantage," a fund 
manager said. 

Otherwise, BTs largest 
UK shareholders differed 
sharply over its options. One 
said: “BTs share rise says it 
all. People hate global strate- 
gies and BT has been partic- 
ularly bad at handling flippy 
A lot of people are clearly 
relieved today." 

One fund manager said 
tha t if BT COUld not ftn ginpgr 

a three-way tie-up with the 
two US companies, it should 
abandon its global ambitions 
and hand back surplus capi- 
tal to shareholders. 

He said: “BT may now 
have to shrink back to being 
a mainly UK-focused or pos- 
sibly European player. I 


can’t see other candidates 
out there which would meet 
the potential attractiveness 
of MCI. Already MCI was 
seen as second best to Cable 
and Wireless. If BT now 
went for the third or fourth 
best option, would that 
really be in the best interests 
of shareholders? They 
should consider a capital 
restructuring - the sums 
they could hand back to 
shareholders could be con- 
siderable." 

Mr Dodd at Kletowort esti- 
mated a buy-back of ibn 
shares, for example, would 
enhance 1998-99 pamingQ per 
share by 5p to 37p. 

Another Investor said he 
could not imagine BT sug- 
gesting another acquisition 
in the nfear future. “Having 
failed twice with C&W and 
MCL it just wouldn't be cred- ' 
ible to come up with another 
option quickly. There would 
be a lot of scepticism.” 

Others, however, main- 
tained BT should stick to its 
global expansion plans. 

One investor said: “For 
several years BT has been 


saying its future lies as a 
global player in a giobal tele- 
coms market We agree with 
that strategy- - the worse 
thing that could happen is 
for BT to return to being 
only a regulated UK utility. 

“If they returned capital, 
they would only have to ask 
. for it back once they identi- 
fied another way to expand. 
That way the money would 
pass through three pairs of 
bands - theirs, ours and the 
taxman’s. It’s a daft idea." . 

He added: “What has hap- 
pened is an example of how 
tough global telecoms is 
becoming. BT is up against 
same big guns with a lot of 
capital. But there should be 
other ways to' expand over- 
seas, and the C&W idea 
might resurface." 

Other ideas mooted were 
possible tie-ups with a Baby 
Ben, the cable operator TCI 
or with a satellite telecoms 
venture like Teledesic or 
Celestri. But most agreed 
with Steve Scruton, senior 
telecoms analyst at HSBC 
James CapeL who said: “It's 
wide open at the moment” 


Big screen attractions fuel cinema mergers 

Lack of space to show off the film industry’s increased output is the main obstacle to growth 



Monster hit: Tommy Lee Jones (left) in this summer's blockbuster Men in Black 


E ven, before this week’s 
merger of the Sony 
and Cineplex Odeon 
cinema chains was formal- 
ised, consumer advocates 
were heard compl aining that 
the inevitable consequences 
would include a sharp rise in 
admission prices. 

In New York, where the 
new company is at its stron- 
gest, today's $9 tickets would 
rocket to SI5, they said. 

Bui cinema-goers may not 
need to worry just yet. 
Higher box office revenues 
would certainly be welcome 
in an industry which has 
had a rocky summer season. 
But theatre owners are for 
the present more concerned 
with consolidation, expan- 
sion, and increasing atten- 
dance. Dramatic price rises 
can wait. 

These preoccupations fig- 
ured large among the consid- 
erations behind the Sony- 
Cineplex deaL and this sum- 
mer’s merger between the 
Regal and Cobb chains, 
which created another 2,000- 
plus screen group. 

Since it now costs up to. 


$30m to build a new multi- 
plex cinema, entrance costs 
to the industry have reached 
prohibitive levels for all 
but those with the deepest 
pockets. 

Staying in the business is 
fast becoming an insupera- 
ble challenge for the tradi- 
tional family operations 
which still account for most 
of the 300 cinema companies 
in the US. 

Even some of the larger 

companies have found it 

hard to maintain the pace. 

Despite its connections to 
the Seagram-owned MCA 
group, Cineplex's growth 
plans have been reined in by 
its heavy debt burden. 

Although the new ven- 
ture’s executives spoke this 
week of international 
growth, medium-term con- 
cerns centre on the US mar- 
ket where, analysts suggest, 
the main obstacle to growth 
is the lack of screen space to 
show off the film industry's 
output, which has grown by 
more than 20 per cent in the 
past seven years. 

Although only about 35 


POT cent of a film’s gross rev- 
enues come from cinema 
showings, the big screen is 
still the primary shop win- 
dow where the seeds of inter- 
est are sown in the succes- 
sion of videos, pay-per-view 
television showings and 
ancillary products. 

In today's market, where 
new films may have as little 


as two or three weeks to 
establish themselves before 
being bumped off-screen, 
studio companies have a 
vested interest in growing 
the cinema business. 

The industry is betting 
heavily on the multiplex, 
with up to 30 screens, as the 
way to provide more shelf 
spare and at the same time 


counter the emergence of 
video-on-demand services 
supplied by cable and satel- 
lite TV providers. 

S ome theatres this sum- 
mer devoted as many 
as eight screens to a 
single film, such as The 
Lost World or Men in Blade. 
This ensures that cinema-go- 


ers are usually able to get a 
seat. 

The benefits, according to 
securities bouse Donaldson, 
Lufkin & Jenrette, include 
about $1.20 in operating 
income for every customer 
in a theatre with 10 or more 
screens, compared with 60 
rents in cinemas with five or 
less auditoriums. 

Scale also offers cinema 
owners substantial operating 
efficiencies through central- 
ised electronic ticket sales 
and purchasing power. 

At present film producers 
claim about 50 per cent of 
box office taking s and may 
take as much as 90 per cent 
for the opening week of a big 
release. 

Providing more cinemas 
and screens, theatre owners 
believe, will eventually tilt 
the balance zn their favour 
and help them avoid exces- 
sive ticket increases and the 
risk of convincing customers 
that they can get a better 
deal at home watching a 
video. 

Christopher Parkes 


Mannix family 
in C$2. Ibn sale 

By Scott Morrison The family last week iuitl- 

in Vancouver . ated the sate of its ipipehne. 

holdings, to-: the. public 
Canada’s secretive Mannix through an i ncom e fund val- . 
family has completed a ued at. about C$650m, and 
C$2Jbn (US$2 £2bn) . disposal recently announced ffie sale-: 
of energy assets with the of Manalta Coal, rCemada’s 
sale of its oil and gas farili- biggest' coal, producer, 
ties to Talisman Energy for through instalment receipts 
C$501m. inan income trust fond esti- - 

In Jane, the family- mated at C$870m. ; ... •_ 

announced it was selling its/.. Publicly traded Income ' 
energy assets, which ana-', trust funds, increasingly 
lysts estimated at the time - popular in. Canada, bavejiro- 
wcrald he valued at C$L5bn. vided a high return to inves- 
The sale price was higher' ftors from- the und erlying 
because the value .of the assets' .cash flow, 
pipeline division had been Pembina Resources* cur-' 
underestimated. • rent production . is approxf- 

Ta Usman Energy will also- maiely 10,000 barrels a day 
assume C$l05m in long-term of liquids.- ■ • •' r .. . . . 

debt from Pembina Resour- Pembina holds- rights to 
res, which owns the ail and . mace thaw im net acres of 
gas assets of Pembina Corpo- undeveloped land and has 
ration, a unit of Loram, over lOOni barrels of oil 
the family’s privately- equivalent of proved and 
held holding company. probable reserves. 

Ron Mannix . Loram chief Loram’s ..assets include 
executive, had said the holdings in property, railway 
energy spin-off was maintenance and equipment 
prompted by a strong mar- manufacturing and other 
ket for sound investment . industries in.Nortb America, 
opportunities. Etappe and Australia. 
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Taiwan group to invest T$45bn in LCDs 


By Laura Tyson in Taipei 

Teco Electric and 
Machinery, a leading Tai- 
wanese electrical appliance 
maker, plans to spend 
Tteobn (US$350m) on setting 
np an affiliate company 
to make liquid-crystal 
displays. 

It will subsequently invest 
an additional T$36bn over 
several years in production 


of the computer components. 

Teco said it would issue 
100m new common shares at 
-T$40 each to finance the 
company's two plants, to be 
built in southern Taiwan's 
Tainan science park. 

The liquid-crystal devices 
will be used mainly for flat- 
panel “TFT displays " in 
notebook computers, a rap- 
idly growing segment of the 
computer components indus- 


try. Taiwan is one of the 
world's leading producers of 
notebook computers. 

The investment plan is the 
latest in a series of 
announcements by 
Taiwanese companies of 
large-scale investments in 
the country's fast-growing 
electronics industry. 

Coostruction of the plant 
is to begin in the first 
quarter of next, year, and 


ABN Amro sends 
in advance guard 

Dutch bank is issuing credit cards in Taiwan 
before attacking Asian consumer banking market 

A BN Amro, the Butch net The bank will be offer- estimated 30 per cent market 
banking group, yes- ing a range of products, share of cards in use, anc 

ter day launched innlnHina «>»<>■ -i I. : r 


A BN Amro, the Butch 
banking group, yes- 
terday launched 
credit cards in Taiwan as a 
prelude to building a con- 
sumer banking business 
across Asia. 

“Taiwan is a modern trad- 
ing economy which has seen 
impressive sustained 
growth,” said Paul Scholten, 
senior vice-president and 
country manager for 
Taiwan. These were ingredi- 
ents for strong growth 
potential in consumer bank- 
ing, he added. 

The bank plans to start 
fun-service consumer bank- 
ing in Taiwan in November. 
Early next year it will 
begin opening consumer 
branches in six other Asian 
countries, including Indon- 
esia, T hailand, Malaysia and 
India 

Cardholders wfll be able to 
apply fbr a credit card by 
telephone or via the inter- 


net The bank will be offer- 
ing a range of products, 
mol ndlng mutual funds and 
insurance services as well as 
traditional deposit account s • 
and loans. 

Consumer banking has 
been highly profitable for 
ABN Amro, a nd hag gro w n 
rapidly in Europe and the 
US as well as emerging mar- 
kets in South America, said 
Jean-Paul Votron, head of 
ABN Amro's international 
consumer hawking business. 

Credit cards have become 
increasingly acceptable in 
Taiwan as the financial cli- 
mate has changed. 

Taiwan's new-found pros- 
perity and the younger gen- 
eration's more relaxed atti- 
tude towards debt has led to 
a big increase in the popular- 
ity of the credit card. Cash 
payments, however, still 
comprise 94 per cent of total 
consumer spending 

Foreign banks hold an 


GAIL starts 
Indian sell-offs 


By Mark Nicholson 
in New Delhi 

India's international offering 
of shares in GAIL, the state- 
owned gas company,, is 
expected to be completed by 
early nest m onth 

It is the first of foqr big 
Indian equity issues shorn 
state corporations which the 
government hopes could 
raise more than $2bn before 
the end of its fiscal year next 
March. 

The GAIL offering is 
expected to raise about 
$750m through sales of 
Global Depositary Receipts - 
internationally-listed stock 
which trades -in lieu of 
underlying shares. Bankers 
close to the deal said mar- 
keting would begin this 
month with pri cin g expected 
within the first week of 
November. 

An equivalent sized GDR 
in MTNL, the state-owned 
telephone company which 
operates sendees in Bombay 
and Delhi, is due to follow 
GAIL's. Bankers expect road- 
shows to begin in November, 
fbr pricing by mid-December. 

Two farther offerings - in 
Indian Oil Company, the 
state-owned refiner, and 
Container Corporation, a 
state-owned haulage com- 
pany - are also planned for 
this fiscal year, but are not 
expected to go to market 
until after the new year.' 

The four issues are essen- 
tial to government hopes of 
raising at least $L9bn slated 
for disinvestment receipts 
before the fiscal year closes, 
a sum vital to its hopes of 
meeting a fiscal ..deficit 


target of 4.5 per cent of gross 
domestic product 

Such pressures on the gov- 
ernment to posh through the 
four deals has led to concern 
among bankers over “bunch- 
ing” of the Indian eurois- 
sues. 

All four companies are 
highly rated and represent 
the sole Indian corporate 
GDR offerings on the hori- 
zon. Some bankers, however, 
point out that total prospec- 
tive offerings of. mare than 
$2bn represent half the aver- 
age annual inflow of portfo- 
lio investment into the 
Indian market “Three deals 
worth S700m plus between 
now and March will be quite 
demanding." said one 
banker. 

The Indian government 
has appointed three lead 
managers to both the GAIL 
and MTNL issues: Morgan 
Stanley, BZW and Robert 
Fleming/Jardine Fleming far 
GAIL, and Goldman Sachs, 
HSBC and DSP-Merrill 
Lynch for MTNL. 

The mandate to lead- 
manag g the offering in the 
GDR for IOC, also expected 
to be in the region of $700m. 
was awarded to Goldman 
Sachs and CS First Boston. 
The offer, however, had been 
delayed pending government 
decisions on oil prices, 
which have recently been 
raised. The issue is now 
expected to go to market 
early next year. 

Competition fbr the man- 
date to manage the fourth 
offering, an expected $150m- 
$200m GDR issue by Con- 
tainer Corpo ra tion, the state- 
company. begins this month. 


Metro Pacific 
lifts Smart stake 


By Justin Marozzi 
in Mania 

Metro Pacific, the Philippine 
flagship of Hong Kang-based 
First Pacific, has bought an 
additional 25 per cent stake 
in Smart Communications, 
the country’s leading cellu- 
lar phone group. 

The <foal lifts the holding 
company's stake in Smart to 
67.25 per cent and involves 
the issue of new convertible 
redeemable preferred Metro 
Pacific shares worth 6.5bn 
pesos <$189m>. The shares 
are convertible at 6.12 pesos 
a share. The group said the 
agreement values Smart at 
about 26J2bn pesos. 

Smart, a joint venture 
between Metro Pacific and 
NIT, the Japanese telecoms 
carrier, is one of the compa- 
nies in the Philippine cellu- 
lar market which has not 
been hit by fraudulent sub- 
scribers and cloning. 

It Is planning to list on the 


Philippine Stock Exchange 
but has been delayed several 
tfrneg by market conditions. 

Napoleon Nazareno, presi- 
dent and chief executive, 
said the move was in line 
with the group’s strategic 
diversification programme 
and would strengthen its 

financial position. 

• A Philippine property 
group yesterday asked the 
Securities and Exchange 
Commis sion for a morato- 
rium an loan payments of 
454m pesos. 

Eduarosa Realty and Devel- 
opment blamed a delay at its 
23,000 sq m condominium 
project in Manila for the dif- 
ficulties in servicing credi- 
tors. Philippine National 
Bank is its biggest creditor 
with exposure of 330m pesos. 

The news is anoth er bl ow 
to the overheated property 
market which analysts 
expect to be hit badly by the 

regional currency crisis and 
soaring interest rates. 


estimated 30 per cent market 
share of cards in use, and 
their share is growing faster 
than that of local banks. 

The state-run banks have 
been slow to respond. This is 
mainly because their 
accounting systems do not 
differentiate' between con- 
sumer and corporate debts, 
and they are unwilling to 
take on the higher risks 
associated with mass-market 
consumers. 

The number of card hold- 
ers is expected to treble to 
10m in the next few years, 
and sales through cards will 
at least double to 12 per cent 
of total consumer spending. 
Card spending is expected to 
reach T$280bn (US$9.8bn) 
this year. 

Cheques are not used for 
consumer purchases in 
Taiwan, unlike in the US. 
where they account for 
about 44 per cent of con- 
sumer payments. 

Investor 
sought by 
TPI 
Polene 

By Ted Bardacke 
in Bangkok 

TPI Polene, the troubled 
cement subsidiary of Thai 
Petrochemical Industry, is 
seeking a buyer to take a 35 
per cent stake after its deci- 
sion on Monday to suspend 
principal payments on about 
Bt47bn (S1.3bn) in debt, 
bankers say. 

But analysts say potential 
buyers - including Cemex, 
the Mexican group which 
recently completed a deal in 
the Philippines - are 
looking for a much larger 
stake and only aft er t he 
company reaches a restruct- 
uring agreement with its 
creditors. TPI Polene is 
south-east Asia’s lowest-cost 
cement producer. 

The company’s largest 
creditor is KfW, Germany’s 
state-owned development 
bank, which has lent $4D0m. 

A restructuring, involving 
a debt-to-equity swap, is 
necessary because debt is 
greater than the replace- 
ment value of major assets 
and cash flow is not sufft- 
j dent to cover interest pay- 
! merits, according to brokers 
| Paribas Asia Equity. 

TPI Polene confirmed the 
I company was seeking to sell 
I part of its assets but that 
neither an amount nor a 
price bad yet been deter- 
mined. That decision was in 
the hands of Merrill Lynch, 
the company’s newly 
appointed financial adviser. 

A sale of non-strategic 
assets at Thai Petrochemical 
is also being contemplated, 
but the company wants to 
keep its LDPE complex 
Intact, bankers said. The 
: plant is south-east Asia’s 
| only fully integrated refin- 
ing and petrochemicals 
complex. 

Thai Petrochemical also 
declared a moratorium on 
Monday of repayment of 
debts worth at least $2bn, 
although interest payments 
will continue to be made. 
Trade creditors will be given 
priority. Its adviser on 
financial restructuring is 

Chase Manhattan Rank. 

Both companies have been 
hit hard by the baht devalu- 
ation, although with reve- 
nue is dollars Thai Petro- 
chemical should survive, 
barring further liquidity 
problems and losses from 
TPI Polene. 

TPI Polene has been sell- 
ing at lossmaking prices in 
an attempt to capture 
domestic market share. It is 
Thailand's third largest 
cement producer behind 
Siam Cement and Siam City 
Cement 

Both companies have bor- 
rowed heavily overseas - 
Thai Petrochemical 9962m 
and TPI Polene $946m - and 
have left that borrowing 
unhedged. 


production is expected to 
start in the third quarter. 

The target for initial 
production of miniature 
LCDs is 200,000 a month, 
mainly in the popular 
12.1 -inch and l*k3-lnch sizes. 
The production of other sizes 
will depend on demand. 

The parent company 
forecasts sales of T$30bn a 
year by 2001 for the new 
affiliate, and said t be 


company would break even 
by the third year. 

Several Taiwanese 
companies have moved into 
the display market, which 
has long been dominated by 
Japanese and Korean 
makers, including Toshiba 
and Hitachi. 

Local competitors will 
include Prime View 
International, 88 per 
rent-owned by Yuen Foong 


Yu, Acer Peripherals, 
Lite-On Technology and 
Philips Taiwan, a unit of 
Netherlands-based Philips 
Electronics. 

Taiwan's state-backed 
Institute for Information 
Industry estimates that the 
global notebook market will 
grow to 25m units by 2000. of 
which 90 per cent would use 
advanced TFT display 
technology. 


Australia 
launches new 
airports offer 


Taiwan: top six credit card issuers 


Ranked by num&ar of cards and by average spend per card 


Average indhrtdusl 
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Bank 

spend per card** 

bank 
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Sonar. T ai w an NaHonoi Cree* Cam Genoa 

The number of issuers in 
Taiwan has risen sharply, 
from 24 at the start of 1995 to 
about 55. “There's still room 
for issuance but it's not so 
easy any more.” says Jeffrey 
Koo, chairman of China 
Trust, which pioneered 
credit cards in Taiwan. 

With the proliferation of 
cards there has been an 
inevitable slide in ann ual 
fees and merchant fees, com- 
bined with intensified com- 
petition. “ Some issuers will 
begin to have credit prob- 
lems and some will be 
squeezed out,” predicts 
Craig Walling. Citibank's 
Taiwan head of consumer 
banking. 


- during uwnth rt Aprt 1997, uduitng cash advances 


G reater competition 
has resulted in 
aggressive promo- 
tions. Taishin International 
Hank offered a 0.1 carat dia- 
mond - minus ring - 
through contracted jewellers 


for each accepted card appli- 
cant. Chin a trust forged a co- 
branding deni with Hang 
Ten. a youth fashion c hain. 
under which cardholders can 
collect points and redeem 
them for clothes. 

Citibank ran into trouble 
when it offered cut-price 
flights to Macau and was 
deluged with far more appli- 
cants than could be accom- 
modated, attracting scrutiny 
from the government’s fair 
trade commission. 

Mr Walling calls it “a 
strong promotion that was 
too long and too complex". 
Although the Macau promo- 
tion generated a lot of new 
accounts. Citibank plans to 
focus on marketing rather 
than promotion in the 
future. 

“The competition is cash - 
as long as you can find new 
ways to replace cash, you 
will grow,” says Albert 
Hsiung, Taiwan country 


manager for Visa Interna- 
tional. 

The card market has its 
risks. Taiwan has no bureau 
for consumer credit where 
applicant's credit back- 
ground can be checked. 
“You’re flying blind 
to an extent,” said Mr 
Walling. 

Another type of plastic - 
smart cards - will be intro- 
duced in Taiwan early next 
year, and debit cards are 
also making inroads with 
government backing. 

Taiwan will move quickly. 
“It will be much easier for us 
to make the transition 
because we are not burdened 
by the cheque system.” said 
C.C. Chen, bead of retail 
banking at International 
Commercial Bank of China 
(ICBC). “Taiwan will leap- 
frog straight from cash to 
paperless.” 

Laura Tyson 


By Elizabeth Robinson 
in Sydney 

Australia yesterday 
launched the second phase 
of its airports privatisation 
involving 15 sites. The offer 
follows the sale of Brisbane, 
Melbourne and Perth air- 
ports for A$3.3bn (US$2.4bn) 
earlier this year. 

John Fahey, finance min- 
ister, called the offer the 
largest airports sale in the 
world and hoped to have the 
deals settled by June 30 next 
year. The airports are cur- 
rently run by the Federal 
Airports Corporation. 

The sale of the three main 
airports raised more than 
expected, but the organisers 
of the second phase of the 
sell-off have not put a target 
price on the less strategi- 
cally important airports. 

The offer includes 
long-term leases on the pas- 
senger airports of Adelaide. 
Darwin, Coolangatta, Hobart 
and Townsville, which have 
international services, and 
on Alice Springs. Canberra 
and Launceston. The leases 
will be for 50 years with an 
option for a further 49 years. 

The government hopes to 
sell seven smaller airports 
on a freehold basis: Mt Isa, 
Te nnan t Creek, Arcberfield, 
Parafield, Jandakot, Essen- 
don and Moo rabbin. 

Canberra, Darwin and 
Townsville are used by pas- 
senger and military services 
and their purchaser must 
guarantee that these 
arrangements are continued. 

Infratil, the Australian 


infrastructure company that 
was in the winning consor- 
tium for Perth airport, yes- 
terday said it could handle 
up to three of the airports on 
offer. 

The company made its 
debut on the Australian 
stock market yesterday after 
its A $32. 5m public offer 
was oversubscribed. Its 
shares closed at A$l.32. 

Potential bidders have one 
month to respond. The gov- 
ernment will then select a 
shortlist and ask for formal 
bids. 

John Howard, prune min- 
ister, is expected this week 
to name a new transport 
minister, following last 
week’s resignation of John 
Sharp as a result of the 
travel claims scandal. 

BZW, the managers of the 
sale, expect considerable 
interest from foreign inves- 
tors. However, the main air- 
ports for sale are to have 
Australian majority share- 
holders, limiting foreign 
ownership to 49 per cent. 

Although the government 
will consider combination 
bids - where groups bid for 
more than one facility - 
cross-ownership restrictions 
will apply to airports in the 
same region. For example, 
the owners of Brisbane may 
bid for Coolangatta. also in 
Queensland. 

Australia's international 
air traffic has grown by an 
average 8.6 per cent over 
each of the past five years, 
while domestic traffic has 
increased by an annual 7.8 
per cent. 



Colour Supplement of the Year. October issue. 

Hugo Boss - who is he and can he cut it in the US? Snowboarding - cool as 
ice or just plain flaky? Fine wine - going once, going twice, going free? All in the 
next How To Spend It. Free with the Weekend FT on Saturday, October 4. 
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NOTICE TO BONDHOLDERS 

To the holders of the presently outstanding 
£40.000,000 1 Hi per cent. Subordinated Bonds due 2000 
(the “2000 Bonds") 
and 

£50,000,000 10X per cent. Subordinated Bonds due 2018 
(the “2018 Bonds") 

. and 

£150,000,000 9H per cent. Sobartfinated Bonds A n * 2021 
(the “2021 Bonds") 

formerly obligations of Northern Rock Building Society 
(the “Society”) but now of 

NORTHERN ROCK pLc 

(the “Issuer”) ' 

constnuted by Trust Deeds (the “Trust Deeds”) of which the principal is dated 28dh November, 
1988, all made between the Society add The Law Debenture Trust Corporation pic. 
(the “Trustee'’) as Trustee for the holders of the 2000 Bonds, die 2018 Bonds and the 
2021 Bonds (together the “Bondholders”). 

NOTICE IS HEREBY GIVEN TO THE BONDHOLDERS that pursuant to the Sooety’s and the 

Issuer's obligations under the Trust Deeds and the Trustees power under the Trust Deeds to concur 
in modifications without the consent of ibe Bondholdere, the Issuer and the Trustee have entered into 
a Fourth Supplemental Trust Deed dated 1st October, 1997 to effect modifications to the provisions 
of the Trust Deeds and the above Bonds consequential »i pnn jmpWn^ntn H on of the transfer of the 
bu s iness of the Society to the Issuer on 1st October 1997 pmsuant to 97 of die Building 

Societies Act 1986. No Bands will be stsmpod-or exchanged and the Bonds will continue to be listed 
on the London Stock Exchange. 

Any Bondholder who wishes to inspect copies of the Trust Deeds or the said Fourth Supplemental 
Trust Deed containing such mo dificati o ns may do so at the specified offices of the Trustee and die 
Paying Agents listed below. 

trustee 

The Law Debenture Trust Corporation pJLc. 

Princes Horae 
95 Cresham Street 
London EC2V7LY 

For tbe 2000 Bonds: 

PRINCIPAL PAYING AGENT 
The Manhattan 
TWnity Tower 
9 T hom— More Street 
London El 9YT 


Chase Manhattan Ranft 
Luxembourg S-A. 

5 Roe PLtetis 

L-2338 Luteabouig-Grund 


Bankers Trust Luxembourg SLA. 
14 Boulnard F. D. Roosevelt 
L-2450 Luxembourg 


PAYING AGENTS 
Banqne BraxeDw Lambert S Ju 
24 Avenue Marais 
B-1Q50 Brussels 


For the 2018 Bonds: 
PRINCIPAL PAYING AGENT 
Bankers Trust Company 
1'AppoU Street 
London EC2A2HE 

PAYINC AGENTS 


Chase Manhattan a«wi> 


i Roe dn Rhone 
CH-1204 Geneva 


Credit Suisse 
Pmdaba 8 
8001 Zurich 


For die 2021 Bonds: 

PRINCIPAL PAYINC AGENT 
Morgan Guaranty Thai Company of New York 
60 Victoria Fjwt«inlrTWM«rt 
London EC4Y QJP 


PAYING AGENTS 


Morgan Guaranty TVnst 
Company of New York 
Avenue da Arts 35 
Brussels B-1040 

NORTHERN ROCK PLC 
By: Morgan Guaranty Trust Company of New York 
or Fiscal Agent and 
Principal Paying Agent 


Banqne Paribas Luxembourg 
10A BaoIevard Rejral 
Luxembourg L*2W3 


Dated: 2nd October, 1997 


NOTICE TO NOTEHOLPERS 


: 4. i 

- i 


To the holders of the Not& issued pursuant to the U.S. $2.500,000,(rtX> : 

Euro Medium Term Note Programme and presently outstanding (the “Noteholders 7 ’) 

formerly obligarions of Northern Rock Building Society "• * ' 

(the “Society”) but now of *• ; 

NORTHERN ROCK pic 

(the “IsBuer”) ; ; 

constituted by a Trust Deed dated 15* March, 1994 as modified and restated by a First 
Supplemental Trust Deed dated 15th March, 1996 (the “Trust Deed”) each made between 
tbe Society and The Law Debenture Trust Corporation p.Lc- (die “Trustee”) as TYustee for 
rhe Noteholders. 

NOTICE IS HEREBY GIVEN TO THE NOTEHOLDERS that purauant to tbe Society's and the 
Issuer's obligations under the Trust Deed and the Trustee's power under the Trust Degd to concur in 
modifications without the consent of the Noteholders, the Issuer and the Trustee have entered into a 
Second Supplemental Trust Deed dated 1st October, 1997 to effect modifications to- the provisions 
of the Trust Deed and the Notes consequential upon implementation of the t ransf er of tbe business 
of the Society to tbe Issuer on 1st October, 1997 pursuant to Section 97 of the Building Societies Act 
1936. No Notes will be stamped or exchanged and the Notes will continue to he listed on tbe London 
Stock Exchan ge. 

Any Noteholder who wishes to inspect copies of the Trust Deed or the said Second 'Supplemental 
Trust Deed containing such modifications may do so at the specified offices of the Trustee and the 
Paying Agents listed below. 

’TRUSTEE . • ! 

The Law Debenture Trust Corporation pXcu ■' • 

Princes House • > . 

95 Cresham Street 
London EC2V 7UT 

AGENT 

Morgan Guaranty Ihwt Company of New York; . . 

60 Victoria Embankment - 

London EC4Y 0JP 


PAYING AGENTS 

Morgan Guaranty Tram Company of New Y«k 
Avenue des Arts 35 
Brussels B-1040 

NORTHERN ROCK PLC : • *\ 

By: Morgan Guaranty Trust Company of N«w:"York 
at Fiscal Agent and .." t . ( . 

Principal Paying Agent • l 


Banqne foribaa Luxembourg 
10A Boulevard Royal 
L nym b bo u rg L-2093 


,'r l ' 

V’% 

•)* 


Dated: 2nd October. 1997 


The Nippon Credit&nk 
(Curasao) Finance^. V* 
ILS. $500,000,Oo6}'; 

Subordinated FloatingKate 
Guaranteed Notes 2O0p 

In accordance with die terms and couditious ofAt Nates, notice Is 
hereby given disc tbe intn-rnr me 6x tbe Inteidt'feiiod from 29th 
September 1997 to 29di December, 1997 k 6.15$. per nranm. The 
Coupon Amount payable 00 the 29th Decembei,,J9S7 in respect of 
earih of U.S. $10,000 m prmdpol amount <rfeach>fi)g is U.S. $155-46. 


Bankers Unut 
Company, London 
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The FT can help you reach addHIoriaf.fausIness 
readers in France. Our link with the’ftanch 
business newspaper. Las Echos, you a 
unique recruitment advertising opportunity to 
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£200,000,000 
Ftfa^ngRwe Notes due 1998 
Fbr^t Intfreu Period 294 September, 
1991 . td 194 Detente; 1997, die 
No*»'«iit my ■ Ran: of buns of 
7.35547% per ro a m «td> Inrettat 
motes of £183-3$ per E1QJXXJ and 
£I.Sfltf |w£I0MW Note, parable 
a: 2?A Dgcqabe^ 1997- 
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NafioJnmboce Trust GL 

. U-S.3 129,880,000 ‘ 
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COMPANIES AND FINANCE; EUROPE 


JCI in restructuring 
of gold operations 


By Mark Ashurst 
in Joharmesbu-g 

JCI. South Africa’s first 
black-controlled mfe™g 
group, yesterday abandoned 
the structure of a traditional 
mining finance house in 
favour of a revamp of Its 
gold assets creating two 
independent gold mining 
companies. 

Mzi Khumalo, chairman, 
said the plan marked “the 
effective transformation of 
JCI from a mining finan ce 
house into an operating, 
multi-commodity business”. 

A further statement an the 
restructuring of JCFs base 
metals interests and its pur- 
chase from Anglo American 
of a 27.6 per cent stake in 
Lonrho, the UK conglomer- 
ate, would be made later this 
year. 

The announcement coin- 
cided with the release of 
strong results from JCI’s 
gold mines for the three 
months to September 30, 
their first quarter under the 


management of Brett Keb- 
ble, who was appointed by 
Mr Khumalo to run the gold 
division- 

Higher production at JCTs 
three gold mines, lower 
working costs and an 
improved gold price boosted 
profits from R3m in the pre- 
vious quarter to RlB0-5m 
($34. 4m). 

Analysts welcomed the 
sharp drop in costs, but were 
sceptical about the speed 
with which reforms imple- 
mented by Mr Kebble 
appeared to have taken 
effect. 

T think Brett is shaking 
up an industry that desper- 
ately needs someone to take 
tt by the horns. But these 
results are too good to be 
true." said one analyst. 
Another questioned wh ether 
tbe mines bad focused on 
the richest gold deposits in 
order to boost performance 
in the short term. 

Mr Kebble said that under 
tbe restructuring the 
southern area of JCTs flag- 


ship mine. Western Areas, 

would be merged with HJ 
Joel to create a “quality" 
gold company wife reserves 
cf more than 50m 02 . Gold 
production would rise from 
665.000 oz a year to L2m oz 
in 2003, while cash costs 
would fall to $226 per oz by 
2001 , he said. 

This would be achieved by 
gpffirtg the northern part of 
Weston Areas, which was 
marginal at current gold 
prices, to Randfontein 
Estates, JCTs oldest mine, to 
create a low-margin, high- 

volume operation. 

Management and technical 
staff would be transferred 
from JCI to individual 
minps r and the controversial 
system of management con- 
tracts between mines and 
JCTs head office would be 
cancelled. 

The changes are intended 
to warrant a re-rating of 
JCTs gold assets, which it 
hopes win become the crown 
jewels ina full-blown m er g er 
between JCI and Lonrho. 



Jftrgen Schrempp; This 
is not playing around’ 

Daimler 
to invest 
C$lbnin 
methanol 
engines 

By Nicholas Denton ' 
in San Francisco 


Daimler-Benz, tbe German 
motor and aerospace com- 
pany, plans to invest about 
C$lbn (TTS$72Etm) in 
research into “feel-cell’’ 
engines powered- hY-- metha- 
nol with a view • to'^tarting 
development of pfejfaction 
vehicles using the’ technol- 
ogy by 2000 . ? **. 

The commitment, which 
follows an investment by 
Daimler-Benz in a Canadian 
pioneer of feel cells, faune in 
an interview with ^Jftrgen 
Schrempp, Daimler ; chair- 
man, who was attending a 
conference in San Francisco. 

“This is not playing 
around - this is very, very 
serious,”, he said. “If we 
want a serious production 
car in the year 2006, we 
have to develop a Oar with 
the feel cell from 2000 .” 

His comments follow last 
month’s acquisition’ of 25 
per cent of Ballard 'Power 
Systems, a leader in fuel 
cells, and a C$450m pro- 
gramme to commercialise 
the technology. 

Methanol-powered 
engines, while not enjoying 
the encouragement given by 
the state of California to 
“zero-emission” vehicles 
powered by hydrogen or 
electricity, offer a balance 
between commercial and 
environmental consider- 
ations. 

Fuel-cell engines - which 
Daimler-Benz hopes to offer 
in the nest generation of its 
A-class car, set to be 
launched in 2005 - are in 
principle more energy-effi- 
cient than traditional 
engines, and less polluting. 


Begemann legal 
claim a gamble 
for investors 


By Gordon Crumb 
in Amsterdam 

For the title of western 
Europe's most speculative 
stock, Begemann B can have 
few rivals. 

On the mam board of a 
frowning Amsterdam stock 
exchange, trading began 
yesterday in shares which 
offer nothing except a slice 
of any proceeds from a 
FI l- 2 bn ($603m) lawsuit 
being brought by the Dutch 
industrial investment 
company and its former 
chairman. 

The defendants are the 
state - and banks and brok- 
ing firms which control the 
bourse itself. Exchange 
authorities had opposed the 
listing, but were, forced to 
give in after relaxing admis- 
sion rules this year. 

The justice ministry and 
the WE, the stockbrokers’ 
association which in Janu- 
ary merged its activities 
with the European Options 
Exchange (EOE), are being 
sued by Begemann and Joep 
van den Nieuwenhuyzen. 

While at the helm of the 
company in 1991, he was 
prosecuted for misuse of 
insider information, leading 
to a conviction which was 
overturned on appeal last 
year. 

The so-called Begaclaim 
maintains the prosecution 
was unjust and was fuelled 
by a WE anxious to show 
its muscle at a time when 
insider trading legislation 
was ill-defined. Publicity 
which “grew to hurricane 
force” damaged him and the 
company. 


The one-for-one scrip issue 
to Begemann shareholders is 
intended to fesniata the ordi- 
nary A-sbares against specu- 
lation about the course of a 
l a w sui t not yet under way. 

Begemann shares, which 
changed harwfe for FI 170 in 
1991, closed yesterday at just 
FI 26. Although down FI 5-90 
an the day, the latest fall 
reflected the introduction of 
the Ra garfafm shares, which 
made their debut at FI 5.20 
before ending higher than 
expected at FI 7.50. 

This values the new class 
of stock at FI 38.5m. Put 
another . way, investors 
were giving the claim a 3.2 
per cent chance of succeed- 
ing in full at present-day 
values. 

' The exchange had warned 
that ‘'holders of the B-shAres 
ought to realise that the pic- 
ture is based on the vision as 
set out by Begemann in the 
prospectus”. 

The document for the 
Issue. led by Amsterdam- 
based Keijser Effecten, 
argues that not only were 
the plaintiffs’ reputations 
damaged but that acquisi- 
tion opportunities were 
missed and businesses bad 
to be divested. 

Tjerk Westerterp, former 
head ot the EOE who now 
chairs Begemann’s non-exec- 
utive directors, said ahead of 
yesterday's launch: “I can't 
deny this is a really specula- 
tive share. If tbe claim deliv- 
ers nothing, you get nothing. 
It has some of the character- 
istics of an option, but even 
with options you know pre- 
cisely when they expire - 
here you do not” 


Gerber to step down 
as Roche chief 


By WIHiam Hall 
in Zurich 

Fritz Gerber. 68 , who is 
credited with turning Roche 
into one of the world’s most 
successful pharmaceutical 
companies over the last two 
decades, will step down as 
chief executive at the end of 
the year. 

He will be replaced by 
Franz Homer. 51, Roche's 
chief operating officer. 

The . appointment of Mr 
Humer, who joined Roche 
less than three years ago 
after being passed over for 
the tap job at GlaxoWeD- 
corne, the UK drags group, 
will -.ease stock market con- 
cerns about the manag e me n t 
succession at Roche. 

MT Gerber, who is 68 , will 


con tinue as exec u t iv e chair- 
man. He said yesterday he 
wanted to lead the company 
into the next century. 

Mr Humer, who was 
brought in to restructure 
Roche's core pharmaceutical 
business, appeared to be the 
heir-apparent when he was 
appointed chief operating 
officer a year ago. However, 
the main operating divisions 
continued to report directly 
to Mr Gerber. 

Under the new structure, 
Mr Humer will continue to 
head the pharmaceutical 
business but will take over 
the day-to-day running 
of the company from Mr Ger- 
ber. 

Roche's most' widely- 
quoted security closed 
SFr400 higher at SFrlS^OO. 


EUROPEAN NEWS DIGEST. 


Charges hit 



oil 

OOEO rcuuwiuu, MUIUOJ O HUBW, — -I — — . • 

produced yesterday blamed adverse currency translation 
fora sfraip-iall in pre-tax profits fiz the eight m onths to - 
August si. The group saw profits fall from NKriLlhn to 
NKrt84m®99m) after being hit by financial diarges cf . 
NErL 66 bn. ■ 

Saga btampd the char ges mainly Oh depredation of ths / 
krone, which weakened from NKr6.44 to NKiT. 50 against, 
the dollar' during the period - increasing the interest cost 
of rinTia rrton fYminatPrt debts! The interest expenses and.; _ 
nno- rrff fmanrfal itoms nverahadowed a 2 Q Pet Cent .. 

increase in operating profits, which jumped from 
NKrLflQtin to NKt2J36bn on higher sales of NKr 8 . 68 bn . 
against NKr4.68bn. The increase was fuelled mainly fay . 
aririrtipTMtl hydrocarbon production on the British contt' 
nental shelf and arise fax oil prices. 

Astrjom Larsen, who announced plans to stand down as 
rihwf executive next year, sank “Even though Saga's oper- 
atic income shows a significant increase compared with 
the same period last year, we are not satisfied, -pordfl , ; 
production has been Iowa- than expected on both the Brit- 
ish a nd Norwegian shelves.” Saga’s total producti on of ~ 
rrfl natural gas liquids and gas in the first eight months -. - 
amounted to 46.7m barrels of oil equivalent a g ai ns t 3L2m 
barrels last time. Nevertheless, the impact of financial 'r 
charges and unfavourable currency movements reduced- - 
earnings per share from NKrS^O to NKr2.47. The group's 
A shares fell NKr3 to NKrH7-50, while the B shares - - 7 -; 
dropped NKr3^0 toNKrl32^0. .. Tim Burt, Stockholm 

■ CASINO 


Promodfcs’ FFr31bn bid r ejected ; 

The supervisory board of Casino, the F re nc h retailer, yes- 
terday unanimously rejected the hostile FFr31 bn ($5 JRieO 
takeover bid by rival Fromodfis. The decision came after a 
r myHrtg at which Casino’s board examined a comparison - 
by an independent expert of the Promodte offer and the 
“white knight” bid by RaHye, wbidf already owns 33 pet -. 
cent of Casino’s shares. Jean-diaries Naouri, head of RaJ- 
]ye and of Casino’s supervisory board, claimed that -the .’ 
Promodte project threatened the group's growth in 7 - 
France and internationally, and threatened its couuner- ; . 
dal organisation, logistics, business culture and employ- 
ees’ position. Andrew Jack, Paris. 


DEFENCE INDUSTRY 


Lagardere advances 13% midway 

Lagard&re, the French d efonrg and publishing conglomer- 
ate, yesterday reported a 18 percent advance from 
FFr409m to FFr463m ($7&5m) in first-half net profits and 
predicted a “fairly significant” rise for the full year. The 
group, which remains a candidate to take a stake in the 
Thomson-CSF defence electronics giant, posted a more 
impressive &per cent improvement at the operating 
level, driven fay strong pexformances in the high tedxuol- 
ogy and. caryatid transport arms. Turnover climbed 18 per 
cent to-FFraphn. The figures were influenced by a number 
of one-off items, including exceptional costs of FFrlOOm - 
linked to the group’s candidacy for the Thomson buy-out. 

■ V * ? S David Owen, Paris 

■ COMPAGNIE GENERALE DTNDUSTRIE 


Frei^lljbolding company ^ ahead 

Campaghie'&ndrale dTndustrie et des Participations, the 
French holing company with stakes in Valeo, Cap Gem- 
ini and Crown Cork & Seal, yesterday reported slightly 
improved ferst-half net profits of FFr612m (4103.7m), up 
from FFgtip&Sm. Consolidated profit before exceptional 
items rbserihore than 35 per cent to FFr408m. The com-, 
pany said the outlook for 1997, excluding exceptionals, 
“compares/vpry favourably with that of last year”., 

!•'/ * • ■ David Owen 

/c 

INSBRANCE 


Trygg^Hansa shares suspended 

Shares ih Trygg-Hansa, one of Sweden's leading insurers, 
were susperided on the Stockholm stock exchange yester- 
day amid speculation of a possible takeover bid. The 
shares werer suspended at SKrl97, up from SKrl89.80 on 
the day; Several analysts suggested Storebrand, the Nor- 
wegian insurance group, could be preparing a bid. If so. it 
would represent one of the first crossbarder mergers in 
the Nordic ihsurance -market Storebrand declined to com- 
ment, although a further statement from Trygg-Hansa is- 
e xp ected today. Other possible bidders were last night 
said to include Wasa, another Swedish insures 1 , and Nord- 
banken and Skandinaviaka Enskflda RnnW i- Some ana- 
lysts said Trygg-Hahsa might be preparing to merge its 
non-life business or iputual funds operations with an 
overseas coinpetitoi; father than agree an outright sale 
■ t Tan Bun 

COURT RUUNfiG 


Pechiney US unit wins reprieve ' 

Pechiney, the French aluminium and packaging group, . ; 
said yesterday that a 1996 court reding ordering its Ameri- 
can National Can subsidiary to pay a fine of 4102 m in 
damages and interest in a patents dispute with Viskase ■ 
would be reviewed by the Chicago Federal Court The 
jury in tbe original case found American National Can 
violated patents on plastic film used in the food industry, 
following a challenge by Viskase. Yesterday’s decision by 
the Chicago Federal Court follows an appeal by Pech- 
iney’s US operation. The court recognised tbe need to 
review the ’’totality of interest payments and damages” as 
well as the validity of the patents in question, Pechiney 
said. AFX, Paris 

DRESDNER BANK 


New supervisory ^ board ^chairman 

Dresdner Bank yesterdayappornted Alfons Ttizrathas ' 
chairman of its non-exeoitive siq«rvisory board to • 
replace Wolfgang Roller, who resig n ed last mantb amid 
aR^ations of tax evasion. Graham Bowley, Prankfiat 


BCI raises ceiling on voting stakes 


By Paid Betts In MBan : r 

" 'I 

Banca Commercials Italiana (BCDf 
has raised the ceiling on investors’- 
voting stakes in a move that couldr- 
affect its ownership structure. 

■ The bank. Italy’s fourth largest, 
said yesterday it would raise from 3 
per cent to 5 per cent the limit on 
tile voting stake shareholders can 
hold. 

".The board's decision is widely 
sten as a compromise between its 
core Italian shareholders, led by 
Insurer Assicurazioni Generali, and 
Basque Paribas of France. 

Paribas,, which holds S per cent 
had pressed for an immediate 


increase in the ceiling to 10 per cent 
Generali and some of the other Ital- 
ian shareholders argued for a grad- 
ual rise. They also urged BCI to wait 
for the government’s new rules on 
cross shareholding limits, doe to be 
announced next year. 

The mate concern among core Ital- 
ian shareholders is that raising the 
limit too sharply risks chang in g 
BCTs ownership structure when the 
bank still faces a series of important 
strategic problems. They also fear 
Paribas is seeking to increase its 
influence at BGL 

Trading in BCI shares has been 
particularly active in recent months 
with large blocks Changing- bands, 


reflecting market expectation of 
developments in its ownership struc- 
ture and operations. 

BCI has been a traditional com- 
mercial tanking ally of Mediobanca, 
the secretive Milan investment 
bank, in which it owns an &8 per 
cent stake. 

Both BCI and Mediobanca are 
understood to have been considering 
a merger, which financial analysts 
say would enhance BCTs corporate 
finan c e business at the same tinw as 
ensuring a commercial banking dis- 
tribution channel for Mediobanca. 

But the main challenge for BCI, 
which tins week reported a XL 8 per 
cent fall in consolidated net earnings 


to Ll37bn (S79m), fa the expansion of 
its Italian retail tanking presence. 
After rtdslng LL575bn from-a 1994 
rights issue. BCI has the resources 
. to make an acquisition but has been 
rebuffed twice 4h the -past three 
years - first by Banco. Ambrosiano 
Veneto, and then by the Cariplo 
tarings bank. It also appears to have 
been left on the sidelines in the cur- 
rent phase of consolidation in the 
Italian banking-industry. : .■>. 

Equally, the bank's war chest 
could be turnedinto a defensive bat- 
tery should BCI became the. target of 
a hostile raider, especially if the 
voting-right limit is eventually 
relaxed even further. 
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alters 


““ j§-W to m. 


— jVrrr w wsea-ownea Astro Tank- 
5^** 1281 its initial cash 

M^.yper cger With an all-cash bid of SKms a sharp - 

Qffer *" investore holding lCB’s 

A voting milts, to SKnso a share. ■■ 

?hich is quoted in Oslo, said it would 
abandon its bid unless ICB revoked the proposed nur- 

W?r5 ^ fenrily. Although it 

IC8?S sk®** capital and SL4 pear cent 

°f tte voting nghts. Frontline needs more than 50 per 

centof the voting a shares to block the Astro takeover. 

IUB urged shareholders to reject the revised offer, point 
tag out thatit reflected an increase of just SKx&Xm, or 
^9mjin the value offee bid. “It has not increased its 
offer for the B shares at all,” the company waifl “This ■" 
amended offer does not reflect the fun value of ICB." 

ICS’s A shares closed op SKr2 at SEH40, while the B 
shares closed down SKr2 at SKrlia. TSm Burt, Stockholm 

■ BANKING . 

Natexis seeks to raise FFrlbn 

Nkteads, the French hank formed last year through fee 

mezga: of Crfedit National and Banque Franpaise du Com- 
merce Exterieur, plans to raise FFrlbn ($i69m) from fee 
fi n a n cial marke ts in fee next few months. Bmmannel 
Rodocanachi, chairman, said yesterday the group was pre- 
paring a “very substantial" issue erf preference shares in 
fee US market A US investment bank had been hired to 
advise on the deal, he said. 

Asset sales and securitisations are also being consid- 
ered as fee bank looks to lift its Tier l regulatory ratio to 
above 5.5 per cent, from 5.1 per cent following new provi- 
sions unveiled yesterday. Natexis has also studied fee 
possibility of a rights issue, but until now has been frus- 
trated by the valuation and volatility of its share price. 

■ Group results for the first half showed net income erf 
FFri77uL,~compared with a loss of FFrll2m last year. 
Natexis was forced to take substantial additional provi- 
sions during fee first six months, largely under pressure 
from the State Hawking commission, which is carr y in g out 
a detailed inspection of the grotqx.Net provisions jumped 
from FFr473m to FFrSSfim, Including an increase from 34 
per cent to 40 per cent of provisions against its expos ur e 
to Eurotunnel, operator of the Channel tunnel rail link. 

Andrew Jack, Paris 

■ FRANCE TELECOM ' 

Subscriptions exceed lm 

More than lux small investors have so far subscribed for 
shares in France Telecom, putting tha farmer monopoly 
operator within range of the 2m shareholders it hoped to < 
attract. Christian Pierret, industry .minister, makmgtbe 
disclosure, called fee government's planned sale bf more 
than 20 per cent of the capital "a very good success”. 

The reservation period far French retail investors runs 
until October 6. when a definitive price for the shares 
will he decided.. The government has set a range of 
FFrl 70-FFr 190 a share for the offer, yahxmg.it at 
FFriJ5.9bn-FFr40.lbn. Yesterday's figures followed this 
week’s day of action railed by some France Telecom trade 
imiaO^wblch wasfoflpwedhy only 16- per oeotbf employ- 
ees - highlighting splits in the febour movement over : 

how to respond to the planned partial privatisa ti on. The 
moderate CFFC union said thecLay of action was "a strike 
too fari* and hkehed it to trying to cut wafer wife a sword. 

■- Dauid Owen, Paris 

■ ENGINEERING 

Vahnet boasted by one-off gain 

Valmet, fee Finnish forestry machinery and engineering 
group, said yesterday that full-year earnings would 
ahruDst reach last year’s level, in spite of weaker than 
expected profitability in fee first eight months. Pre-tax 
profits in the eight months to August 31 rose from 
FM619m to FMEBOm (?155m). However; fee increase was 
mainly because of a FM200m extraordinary gain on fee 
diftposal of equity stakes in Sisu abd Fartdr, two Finnish 
engineering groups which merged earlier this year. 

VaJmef s most-traded A shares closed up FM3J.0 at 
FM90 as investors reacted to fee upbeat earnings forecast 
and better-than-expected order intake. Orders booked rose 
from FM7.l8bn to FM756m. Sales advanced from 
FM7.39bn to FM7.44bn, with 80 per cent being generated 
by exports from Finland and int e rnati on al operations. 
Operating profits slipped from FMBTfrn to FM544m, how- 
ever, as overheads increased. Greg Mdvor, Stockholm, 


MONTHLY AVERAGES OF STOCK INDICES 


FTSE Actuaries Indices ■ 

FTSE 100 ■ . 50105 40455 

F1SE 25D - 4501 J2 46285' 

fTSE 350 2411.6 23803 

FTSE Non-fbundsl ■ 237359 2326.05 , 

FTSE Financial Group 483453 4647.61 . 

FTSE Aft-Share - 23S6.07, 2323.59 

FTSE Eurotrack 100 262024 267856 

FTSE EurotW* 2Q0 .'• • 2628A5 2673.75 

FT/S&PaA World Index ' 257.56 259.13 

F1SE hMfioes • • '• 

FT Govt Securities 9850 . 9651 

FT Fixed Iptareat - 12750 . 125.79 

FT 30 32225' ' 31535 

FT Gold Minos ’ : 137157 142853 

SEAQ Bargains (5.00pm) 41,532 46507 
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COMPANIES AND FINANCE: EUROPE 


Streamlined SAS aims for smoother flight 


J an Stenberg, fee 58-year- 
old lawyer at 'fee con- 
trols of Scandinavian 
Airlines System, is hoping to 
steer the carrier into calm 
airspace after three years of 

turbulence. 

Since joining SAS in 1994 
from Ericsson, the telecom- 
munications group, he has 
off-loaded some of the com- 
pany’s. excess baggage. Gone 

are $A$*s charter business - 
sold to Airtours, of the UK ~ 
its stake in LanChile, fee 
South American airline, and 
its catering arm. 

Gone also are same 3.000 
jobs, following a restructur- 
ing drive by Mr Stenberg, 
who has staked his reputa- 
tion on making SAS a leaner 
operation than the sprawling 
empire be inherited from his 
predecessor, Jan Carlzon. 

Although costs have been 
cut by more than SKr3bn 
($3955m), the chief executive 
says be is by no nrtpamc fin - 
ished: “We will continue to 
drive our costs down and 
there are active plans for 
doing so” 

But there hag been a sub- 
tle change. The airline sur- 
vived the surgery required 
to pull it through the reces- 
sion of the early 1990s, and 
has moved from a period of 
retrenchment to “focused 
growth”. 

That means investing 
heavily to replace a gaiTig air- 
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Formation flying: members of the Star ainamy, from left, are Thammon Wanglee, of. Thai 
Airways; Jerry Greenwald. of United Airlines; Air Canada’s Lamar Barrett; Jan Stenberg, 
of SAS; Vang’s Fernando Pinto; and Jflrgen Weber of Lufthansa ap 


craft wife more fuel-efficient 
modern jets. SAS is also 
exploring contracting out 
more non-core services, and 
has asked NatWest Markets, 
the UK investment bank, to 
study a trade sale or flota- 
tion of its Radisson SAS 
hotels division. 

As part of that pro- 
gramme, fee carrier has 
placed its largest aircraft 
order, worth SKr9bn. wife 
Boeing for 41 737-600 short- 
haul jets, wife an option for 
an additional 35- 

Deliveries of those aircraft, 
due to begin next year, could 
be followed by orders for 


new long-haul jets. Mr Sten- 
berg has asked purchasing 
m a n agers to draw up a study 
of SAS requirements on 
intercontinental routes, and 
hints that fee airiiwp may 
replace its Boeing 767 fleet 
wife either 15 Boeing 777s or 
Airbus equivalents. Industry 
analysts estimate that order 
could be worth $2bn. 

As SAS has no tradition of 
operating large Boeing or 
Airbus fleets, maintenance 
of those new aircraft could 
be contracted out. 

Such a move would anta- 
gonise SAS's 40-odd unions 
and lead to job losses among 


its 3 , 2 00 maintenance work- 
ers. However. Mr Stenberg 
has already begun talks wife 
Lufthansa, which could see 
the German carrier taking 
over large parts of the main- 
tenance programme for the 
new 737s. 

He cites the negotiations 
as an example of bow SAS 
will benefit from its member- 
ship of the Star alliance, 
formed earlier this year 
between Lufthansa, United 
Airlines of fee US. SAS, Air 
Canada, Thai Airways and 
Varig, of BraziL 

Members of the alliance, 
while re taining individual 


brands and identities, have 
agreed to pool frequent-flyer 
programmes and share some 
booking and airport facili- 
ties. Mr Stenberg says this 
should create a “seamless 
traffic system” feat will 
enable medium-sized carriers 
to compete wife the big air- 
lines such as British Air- 
ways and American Airlines. 

S tar, he adds, bears no 
resemblance to the 
failed Alcazar partner- 
ship wife ELM Royal Dutch 
Airlines, Swissair and Aus- 
trian Airlines. 

“Star is different. It is 
about expanding the busi- 
ness globally, and it will 

grow in depth and width by 
adding new partners.” 

While analysts applaud 
Star for feeding passengers 
from North America and fur- 
ther afield to SAS, they warn 
of fee growing competition 
in its Nordic backyard. 

In fee past year, SAS has 
been challenged by Braa- 
thens Safe, of Norway, on 
the Oslo-Stockholm route; 
Ryanair, on London-Stock- 
holm; Virgin Airlines, on 
Brussels-Stockbolm, and 
Maersk Air of Denmark and 
Finnair on other routes. 

“SAS has a problem. I 
don’t know how they will 
counter all this competition, 
particularly from the low- 
cost carriers,” says Chris 


Avery, analyst at Paribas. 

That competition led to a 
SKr269m first-quarter loss. 
But Mr Stenberg says SAS 
has proved it can withstand 
the challenge by staging a 
second-quarter rebound, 
with pre-tax profits of 
SKrl.38brL “We have been 
successful in defending OUT 
market positions - our com- 
petitors have won less than 
20 per cent of the market” 

Nevertheless, the competi- 
tion and ensuing price cuts 
have dented yields at SAS. 
This has forced it to seek 
improved load factors to off- 
set the reduced margins on 
its premium fare passengers. 
But while SAS has 90 per 

cent of the business class 
market in the Nordic region, 
it has not proved so success- 
ful in fee cheaper tourist 
and economy sector. 

Charles Donald, analyst at 
UBS in London, says: “In 
any sort of downturn SAS 
would feel fee pain, and It's 
not clear that being a mem- 
ber of fee Star alliance 
would protect them." 

But Mr Stenberg main- 
tains SAS has emerged from 
restructuring as a fitter 
organisation, better placed 
to withstand competition. 
“Costs will fell and utilisa- 
tion will rise. That is our 
recipe for success.” 

Tim Burt 
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Airtours to buy Sun of Belgium 


Fund 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 


Airtours, the acquisitive 
UK-based tour operator, has 
agreed in principle to buy 
Sun International, Belgium's 
largest tour operator, in a 
deal worth £70m. 

The offer furthers Air- 
tours’ strategy of overseas 
expansion while grabbing a 
big slice of the fast-growing 
UK short breaks market 


through Cresta and Bridge, 
Sun’s UK-based tour operat- 
ing subsidiaries. Airtours 
shares closed up 22%p at 
£10.75. 

Bridge claims to be the 
largest UK short breaks 
operator, through brands 
Inducting Paris Travel Ser- 
vice and Amsterdam Travel 
Service. 

Airtours has signed a let- 
ter of intent with Famfin- 
ance, Faminvest, Sofrna and 
AssubeL Sun’s four principal 


shareholders — which con- 
trol 80 per cent of the loss* 
making company - to buy 
their stake for BFr*L900 a 
share, subject to due dili- 
gence. It would make a man- 
datory bid for the publidy- 
held shares. 

Rudolf Vanmoerkerke, 
chairman and founder of 
Sun, whose Famfinance and 
Faminvest family holdings 
have a 53 per cent stake, said 
yesterday the company had 
been fi g htin g to survive in 


an increasingly co mp etitiv e 
European market dominated 
by large integrated groups. 

Sun International will 
have carried 1.14m passen- 
gers in the year to October. 

It made pre-tax losses last 
year of BFr54?.4m <£9.3lm) 
on turnover of BEriASbn, 
after financial problems 
caused by the withdrawal of 
two German partners in its 
StmParks holiday villages. 
Airtours is not acquiring 
SunParks, which have been 


excluded from the deal. 

Harry Coe* Airtours 
finance director, said the 
deal would get Airtours into 
annthpr country and make it 
frigg c y in' ihe growing mar- 
ket of short breaks. 

Ai rto urs’s overseas expan- 
sion began in 1694 with the 
acquisition of the Scandina- 
vian Leisure Group, the 
region’s largest tour opera- 
tor. It entered the' Cana d ian 
market two years ago with 
the purchase of Sunquest 


manager 
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format 


By Jane Martinson, 
Investment Correspondent 


Taking measure 
of GMG brands 


Store banks take off 


By George Graham, 
Banking Editor 


By John WDman, 
Consumer Industries Editor 


As the European 
Commission moves towards 
approving the proposed 
merger between Guinness 
and Grand Metropolitan, 
there is continuing uncer- 
tainty over tbe conditions 
that will be imposed on the 
two UK-based companies. 

Tbe Commission is expec- 
ted to give the go-ahead to 
I the £23.5bn ($37.8bn) merger 
at its meeting on October 15, 
following consultations with 
member states' competition 
experts on Tuesday. 
Approval by the Federal 
Trade Commission, the US 
regulator which has co-ordi- 
nated its investigation with 
Brussels, should follow soon 
after. 

Speculation continues that 
the new company, to be 
called GMG Brands, wQl be 
required to sell some brands 
to reduce its dominance in 
the US and European mar- 
kets. 

The GMG partners have 
offered a list of undertakings 
to the regulators 

which have met with com- 


plaints from three of GMG’s 
rivals: Allied Domecq of the 
UK Seagram of Canada and 
Irish Distilleries, a subsid- 
iary of Pern od-Ri card, the 
French drinks group. 

Allied and Seagram in par- 
ticular are pressing for the 
shedding of more important 
assets. Top of their list is 
one of GMG’s leading Scotch 
brands which includes half 
the ten global best-sellers 
including three in the US top 
five - Dewar's, J&B Rare 
and Johnnie Walker Red. 

Selling Johnnie Walker 
Red would be unthinkable 
for GMG - it is the best-sell- 
ing global brand by a sub- 
stantial marg in while John- 
nie Walker Black is sixth. 

Allied and Seagram would 
like to see the disposal of 
Dewar's, the eighth best-sell- 
ing global brand which is 
number one in the US and 
thir d in Spain. Both would 
be able to bid for it without 
r unning foul of regulators. 

But shedding the top-sell- 
ing US brand would be a big 
sacrifice for GMG. Nor 
would selling J&B be much 
more palatable: it is number - 
two globally and in the US. I 


Supermarket banking has 
taken off in the UK with a 
bang, with Sainsbnry’s 
Hflwir , launched in February 
by the J. Sainsbnry super- 
market chain, taking in 
£900m of deposits in its first 
six months in business. 

Ra nk of Scotland, which 
manages the new bank and 
owns a 45 per cent stake, 
said 400,000 customers had 
already signed up, far 
exceeding expectations. 

“Personally, I thought if 
I we got a quarter of a million 
in the first year we would be 
doing well.” said Peter Burt, 
Bank of Scotland's chief 
executive, as he announced 
a 14 per cent rise in pre-tax 
profits to £370m in the six 
months to August 31. 

The arrival of Sainsbuzy's 
Bank and Tesco Personal 
Finance, launched by Sains- 
b Dry's arch rival, in partner- 
ship with Royal Bank of 
Scotland, has coincided with 
a substantial movement, as 
savers have started to move 
their money. 

Sainsbnry and Tesco are 
o ff er i ng some of the most 
attr a cti ve rates in the mar- 
ket. bat City analysts 
warned that their ability to 
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last stand: Sir Brace plans to step down, from governorship 


keep a ttracting deposits had 
still to be tested. 

“The real issue is whether 
people tin move from the 
traditional providers, and 
the evidence seems to be 
that they will,” said Derek 
Sach, chief executive of 
Tesco Personal Finance. 

Sir Brace Pattullo, gover- 
nor of the Bank of Scotland, 
said the supermarket banks 
could help to break the grip 
of the traditional banks «nd 
building societies on 


savings. “Up until now 
retail deposits have had a 
stickiness. I think Sains- 
bnry’s, and of course Tesco 
too, are going to bring an 
increase in the mobility of 
deposits.” 

The new famks can price 
their products competitively 
against a traditional sup- 
plier up to his eyes in infra- 
structure, added Sir Bruce, 
who plans to step down as 
governor next May, when he 
will be 60. 


Henderson Investors, one of 
the UK’s few Independent 
fund management groups, 
yesterday announced the 
integration of its. instil 
tional and retail businesses 
and the abrupt departure of 
two directors. 

: James de Sausmarevan 
executive director, resigned 
as head of the group’s retail: 
division after it was decided 
that Mark Lund, who was , 
responsible for. institutional 
clients, should take, over 
both sides of the business;. 

Dugald Eadie said he had 
been trying to integrate fie 
business since ; being 
appointed managing director 
in May 1995. “There .was a' 
huge cultural assumption 
that retail was somehow dif- 
ferent from institutional," he ' 
said. “Whereas I am saying, 
we are a fund management 
-house and it isn’t as differ- 
ent as people think:” ; 

One consultant said that , 
the reorganisation could her: 
aid a new trend in the indus- 
try to reflect the fact that tts - 
institutional and retail eider 
were converging. 

Mr Eadie said the reorgan- 
isation would lead to -cost 
savings of less than £5zzl He . 
denied that the change was 
part of a strategic shift to 
attract more institutional di- 
ents. 

. Henderson suffered a hae- 
morrhage of pension fond 
clients in 1995 after a couple 
of years of weak perfor- 
mance. Institutional funds 
represented almost half of 
the group’s £llbn under 
management In 2993 and 
only £2.6bn of fixe £I&9bn at 
the end of June: •’ 


NAB buys Australian NatWest arm Pearson expects 

By Elizabeth Robhison in funds under management NatWest said yesterday the purchase would be |l AllrllAil FAIIAVlllAC 

Sydney and Jane Martinson bringing its total to A£14.5bn that the Australian opera- absorbed into its National f I f II 1 1 1 1 f~( I | r* V 1 1 
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National Australia Bank 
yesterday bought the Aus- 
tralian investment manage- 
ment interests of NatWest 
Markets, the UK bank. 

The acquisition of County 
NatWest Australia Invest- 
ment Management adds 
A$8.9bn ($6.4bn) to NAB’s 


funds under management, 
bringing its total to A£l4.5bn 
and making it the eighth 
largest asset manager in the 
country. 

No purchase price was dis- 
closed . However, one analyst 
said a “rule of thumb" guide 
to prices in fund manage- 
ment would put the deal at 
just over £80m, while 
another suggested it might 
be nearer £50m. 


NatWest said yesterday 
that the Australian opera- 
tion was “not a care strand 
of our wealth management 
business". 

There is increasing specu- 
lation that County NatWest 
Securities Australia, one of 
the country’s largest securi- 
ties businesses, is also up for 
sale although NatWest Mar- 
kets yesterday denied this. 

NAB said that although 


the purchase would be 
absorbed into its National 
Australia Asset Management 
arm. it would retain the 
brand as “County Invest- 
ment Management". There 
would be no immediate staf 
changes. 

Don Argus, NAB chief 
executive, said the purchase 
was “part of our overall stra- 
tegic thrust to build non-in- 
terest income". 


By John Gapper, 
Media Editor 
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Pearson, the media company 
that owns the Financial 
Times, expects to double rev- 
enues from selling television 
game shows around the 
world by buying All Ameri- 
can, the US p roduction com- 
pany for $373m. 

Pearson, which launched a 
recommended tender offer 
for All American yesterday 
after first approaching it two 
years ago, said its own £65m 
game show revenues last 
year were matched by All 
American's from shows such 
as Dating Game. 

Marjorie Scardino, Pearson 
chief executive, also said 
that it intended to sell pas- 
sive holdings in television 
companies that include a 3 
per cent stake in Flextech 
and 4 per cent in BSkyB. 

Pearson's directors said it 
had been helped in offering a 
price equivalent to 24 tiroes 
AH American’s 1996 earnings 
by differences between UK' 
and US accounting policies, 
and an expectation of annual 
merger savings of $10m. 


Anthony Scotti, a former 
American, footballjplayer 
who is chairmmr; of All 
American, Is to ieave the 
company along with other 
directors including his 
brother Benjamin. Mr Scotti 
is to realise $100m from his 
stake in All American. • ' 

It is the third large televi- 
sion production acquisition 
by Pearson after Thames 
Television in 1993 and 
Grundy two years ago. The 
deal means that 70 per. cent 
of Pearson Television reve- 
nues will come from outside 
the UK. 

Pearson will acquire net 
debt of *136m with AQ Amer- 
ican, bringing the total cost 
to |5I3m. This amounts to a 
goodwill payment of $450m 
(£282m), reducing Pearson's 
shareholders’ funds from 
£397m to £278m. • 

Pearson's net debt win rise 
from £559m to £834m, taking 
gearing up from 140 to «70 
per cent. Mrs Scardino said 
she was “comfortable” with 
the level of ; interest cover at 
the moment, but emphasised 
that it could be reduced 
through asset sales. 
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bid rejected 


By Robert Wright 

WH Smith, the ' books, 
records and newspaper- 
retailer, last, night rejected 
an unexpected bid from Tim 
Waterstone, the entrepre- 
nenr and. founder of WH 
Smith's Waterstone’s book 
subsidiary. 

WH Smith, which has 
meed criticism of its perfor- 
mance in recent months, 
said it was approached by 
M r Wat erstone with the bid 
- worth 200p in cash plus 
shares in a newWH Smith 
company — on Saturday 
evening. It was rejected at a 
board meeting yesterday. 

WH Smith said Mr Water- 
stone had raised up to £ibn 
(?l.61bn) of debt to finance 
the cash offer and capital 
investment The . deal would 
also involve WH Smith's 
purc h a s ing Mr Waterstone's 
one-stop children’s retailer, 
Daisy and Tom, for a value 
WH Smith claimed was 
fiSSm. Mr Waterstone would 
have been appointed WH 
Smith chief executive and 
would have been awarded 


warrants equal to 5 per cent 
of WH Smith shares. 

City opinion was divided 
over whether to take the 
deal seriously. One analyst 
said it was typical of the 
ki nd of highly leveraged deal 
to be expected at the end of 
a long bull run. One analyst 
calculated the debt would 
leave the new company with 
gearing of 25Q per cent 

Proponents of the deal, 
however, suggested that 
stares in the new company 
m ight be worth as much as 
200p a share. That would 
give a total valuation for the 
company of 400p a share - a 
total value of £l .l7bn - com- 
pared with last night's dos- 
ing price of 365%p a share. 

Richard Handover, WH 
Smith chief executive, 
the deal had been rejected 
because it left the company 
with nothing but d e bt 

Tim Waterstone founded 
Waterstone’s with £6,000 of a 
£50,000 redundancy payment 
from WH Smith’s. WH Smith 
later paid £42m for Water- 
stone's, of which Mr Water- 
stone received £1 Qecl 
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shareholders are unlikely 
to be seduced by his 
opportunistic proposal. 

Certainly, they have 
reason to be receptive; the 
company’s recent 
appointment of Richard 
Handover as chief 
executive was 
underwhelming. A man 
with loyal service in the 
trenches is not an obvious 
turnaround artist. Still, 
being stuck In the frying 
pan is not a reason to 
jump into the fire. Perhaps Mr Waterstone has tbe retail 
magic the core rftiain baa so conspicuously lacked. But 
this should not be taken for granted: if WH Smith is so 
easy, where were the good dat es for executive? 
And a strategy of focusing on books, news and stationery 
hardly reeks of originality. Anyway, only the most 
optimistic assumptions can make Mr Waterstone's offer 
look attractiv e. 

Assume around I9p earnings for next year value these 
at nine times - a discount to the current 11% price 
earnings multiple to take account of greater financial risk 
- and you come up with 17pp. Add to that the 200p cash 
offer, and WH Smith shareholders are being offered 
around 37Qp per share - barely a premium to yesterday’s 
365p closing share price. 

Add to this a heightened risk profile, both financially 
and strategically and Mr Waterstone’s offer is distinctly 
refusable. Perhaps he or others will come up with 
something better. But it will need to be much tastier to 
justify a further round of disruption. 


N Rock in strong market debut 


By Christopher 
Brown-Humes 

Northern Rock rounded off 
the year's £35bn ($56.4bn) 
demutualisation bonanza 
with a stronger- than-exp e c- 
ted stock market debut yes- 
terday that brought wind- 


falls worth about £2^00 to 
each of its 885,000 members. 

Shares in the converting 
building society closed at 
463p, valuing tbe flat rate 
allocation of 500 shares 
every member received at 
£2^15. 

Institutions bid up to 500p, 


with all bids above 442p suc- 
cessful 

The closing price is more 
than 60 per cent above esti- 
mates of Northern Rock's 
value at the start of the year, 
reflecting the surge in hank 
shares since then. It values 
Northern Rock at £2.05bn, 


putting it within striking 
distance of the FTSE 100 
index. 

Northern Rock is the last 
of five big financi al services 
institutions to float this 
year, following Halifax, 
Woolwich, Alliance & Leices- 
ter, and Norwich Union. 


Chiroscience near 
marketing deal 


By Roger Taylor 

Chiroscience, the 
biotechnology group, said 
yesterday it was close to a 
,maihetbjtg ,dt*al .un its .first 
new ding,. named CMro- 
caine, due to be launched 
next year.' . 

- It also announced its 
intention to restructure Chi- 
rotech, its technological ser- 
vtces busin e ss, by fanning a 
joint venture or partnership 
arrangement with a fine 
chemicals business. 

John PadfieM, chief. execu- 
tive, refused to rate out the 
possibility that the company 
might sell the business. - 

A marketing deal on Ghi- 
rocaine, and the sale of all 
or part of CMrotech, would 


provide valuable cash 
resources and help to fund 
: the. compa ny through to the 
launch of its first drug 

Mr Padfield said yesterday 
that Cbirocaine, an 
improved local anaesthetic, 
was on course to be 
launched in the middle of 
next year. 

The comments came as 
the company reported losses 
of £14.4m (£7.6m losses) for 
the six months to August 31. 
Bales increased sharply to 
£9.2m C£4-7m). 

Research and development 
expenditure rose to £19m 
(£7.1m) leaving the group 
with net cash erf £3 7.4m at 
the end of the period, down 
from £51 .4m six months ear- 
lier. 


Bodycote plans 
French purchase 


By David Blackwell 

Bodycote International is 
planning to buy a French 
heat treatment company 
that wfil.Qpen doors to east- 
ern Europe and south-east 
Asia_ 

The rapidly expanding 
group, which treats metals 
for specialist purposes, 
agreed yesterday to pay 
FFr530 a share for 665 per 
cent of HIT, the leading 
French independent heat 
treatment and metallurgical 
coatings specialist. 'Hie deal, 
which requires approval 
from shareholders and the 
French government, values 
the entire company at 
FFr604JJm «$10L6lm). 

John Chesworth, chief 


executive, described the 
acquisition as “strategically 
beneficial” bringing plants 
hi the Czech Republic and 
China. The group, already 
the biggest European 
operator in beat treatment, 
would have about 5 per cent 
of the fragmented world 
m arke t. 

HIT reported profits of 
FFr69.3m on sales of 
FFr607. 8m in the year to 
August 1996. It has 42 sites, 
mostly in France. 

The acquisition comes less 
than a year alter tbe $92. 6m 
purchase of Broken, the 
Swedish heat treatment 
group, funded by a rights 
issue at 600p. 

Bodycote shares rose 20p 
to 997%p yesterday. 
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The Financial Times 
plans to publish 
another Survey on 


Private 

Finance 

Initiative 

on Friday 
November 14 


For further information 
please contact: 

Derek Van Tfenen 
or Polly Gebhaittt 
Tel: +44 1442 843 300 

Fax: 444 3442 843 123 

or your usual Borodai Times 
representative 


FT Surveys 
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CONTRACTS & TENDERS 


on Bn instruction s of 

UNITED LEEDS TEACHING HOSPITALS ffrlS TRUST 

FOR SALE BY TENDER 

The Medical, X-Ray, Service Plant, Fixtures and Fittings 
at 

KBBngbecfcHospHaLYbritRoed. Leeds. 
ComprWngp* 

Surgical beds, cablnats and ctelains. X-Ray equipment by 
Siemens and Phtfipa. Operating Theatre equipment and fixtures. 
Sterifising plant and autodawea. Canteen and KBdhen equipment 
by Strata, Rational, Hobart ale. 330Kva standby generators. Air 
Vacuum plants. Brooma VWade Air compressors. Mortuary 
refrigerators. Chapel fixtures. Air ContBioning plants. 

Portacabins. Office Furniture and fixtraes and a large selection of 
general hospfeal fixtures and fittings eiceac. 

For further (totals and catalogues contact either joint agent- 

John Crawley ft Co, tab 0113-230-4645 tax: 0113-278-2314 
Baton Sutton & Cantab 0151-625-3443 tax: 0151-625-3050 
muB 100771 .71 40 Com pusoiveXoai 


PUBLIC NOTICES 


OFFICIAL NOTICE 

Ike loss has been reported to us of the following London Metal 
Exchange Warrant No. 942894 covering 24 bandies of special high 
grade zinc ingots - brand Zletovo 99.995% - weight 25350 kgs nett - 
stared in warehouse C. Stdnweg Rotterdam- 

We have been requested to iame replawment/ duplicate warrant. 
Anyone claiming title to these goods is invited to enter protest by 
means of a summons against delivery of the said material or the 
■ warrant 


C Strinweg (London) Ltd, 106 Leodenhall Street London EO A 4AA 


TANJONG 

PUBLIC LIMITED COMPANY 

( Incorporated in KngkmJ 1926 - Registration No. 210874) 
fJtegiaerednafandgn compa ny in iiakgcsia- No. 990903- V) 

NOTICE OF AN INTERIM DIVIDEND AND 
CLOSURE OF BOOKS 


NOTICE IS HEMES? .OVEN Hot n int 

(after having taken account oTMahynsD 
(tie financia l year eadaig 31 Janua r y 1998 
1 October 1997. Sabjed to the following paragraph, the 
cm 18 December 1997 U ihanholden on record of As Co 
•1997. 


dividend ot £6 tea per dure 
Tax at 30K)m leaped of 
dedaied by the Director* an 
'tadrndcndwtO be paid 
CampaayallhcdoKof 


Any tmftoyee oftfae Oroop who hu eswrebed. or ariehea to ereraae. Ihecvtun 
T tbe Omnaiiy sranted to each employee onder the 
aafc Opd^S cbcme 

wflts* Doi^SwwnSiS 3h ll SSZi' , SJto^r : ft^ IO Se :B> 



FUBTBSBt NOTICE E BEBEBV OVEN that tire Malayan Oenlrel 
Depodwy Sdn. Bbd. duO notbeaegtingany ieqn nbfar^i Bit—d/or 

12J9 djb. on 28 Dap^ar' ihUI qaaSQr tor attiksuaa 

ndym respect oG 

fil Sharer depoctted inu the DepotiM”! Seaxitks Accrual before 
12J0 pjn. as 26 November 1997; 

(u) Shares not aritMnwn final the Depodtor'i Srairiticr Account as at 
1 129 pjr. on 26 November 1997; 

P Stum transferred into the Dcpori tn r’s Securities Account before 
I2J0 pjr on 28 November 1997 in roped of anbury bmrius; 

W Shanes transferred ineo the Depoaztn'i Secsritiei Acaxml n or be&xc 

IMpB.iwMIllivwilvrlQWwB^iiiiliifMjBwh intfti^wiI 

fv) Shares bought, no Oh Koala Lompcr Stock Exchang e oa or before 
21 November 1997. 

Copies of tbe Unaudited Roohsoftbo Group and of (bcCoafmy for tbe half 
year aided 31 Mj 1997 are avafiabk to tbe public dtrig office boms at 
the Company’s agktuul office hi the United Kfogdom it BaXbm Htsose, 
3SNV398 EGgh Road, Ilford, EuuIGl LNQ,EntlmnL 

ta Otder of tbe Board 


Sc ci e Uiy 
1 October 1997 

I7fh floor Mann Bootfead 
Jabn Rj^aQratari 
50200 XnUaUnpw 
Malaysia 
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INTERNATIONAL CAPITAL MARKETS 


Prices rise sharply on subdued US data 


GOVERNMENT BONDS 


By Sfmon Davies in London 
and John Labate 
in New York 


European and US 
government bond markets 
pushed sharply higher yes- 
terday, an relief at another 
set of subdued economic 
data from the US and Tues- 
day's decision not to 
increase US interest rates. 

However, the odd one out 
was Italy, where bond prices 
fell on what primp minister 
Romano Prodi proclaimed as 
a political crisis. . 

The BTP December futures 
contract settled at 111.64. 
down just 0.32 from Tuesday, 
but at its low point yester- 
day it was down 089. 

Giorgio Radaelli, senior 
economist at Lehman 
Brothers, described the 
response as muted. “The 
market is still obsessed with 
Emu convergence trades and 
assumes that Italy is part of 
it. But investors have 


assumed that the Recon- 
structed Communist party 
was a dog that barks but 
does not bite. It is now q uite 
possible that this is wrong.” 

The yield spread over Ger- 
man bunds widened to 77 
basis points, adding io basis 
points on the day. Traders 
suggested that there was 
some switching out of BTPs 
into UK guts. 

Elsewhere in Europe, bond 
markets moved higher, sup- 
ported by recent decisions in 
the US, Germany and Can- 
ada to hold interest rates. 
There was also encourage- 
ment from Japan, where a 
surprisingly dour Bank of 
Japan fawikan quarterly busi- 
ness survey sent govern- 
ment bond yields down to 
record lows. 

Analysts suggested the 
Japanese government is now 
at least six months away 
from another interest rate 
rise and with the benchmark 
eight-year JGB closing at 

1.79 per c ent in T .nnrfr-m mar - 

gi pal ly down on the Tokyo 


close, Japanese investors are 
likely to search for higher 
yields elsewhere. This 
should provide support for 
US Treasuries. 

Joanne Collins, senior 
market strategist at Nomura 
International, said: "We 
have also been seeing 
increasing appetite by Japa- 
nese retail investors for 
gilts.” 

GERMAN BUNDS broke 
through the 5.5 per cent 
yield level, despite newspa- 
per comments from Otmar 
Issing, the Bundesbank’s 
chief economist, warning of 
inflationary risks. 

Mr David Brown, chief 
European economist at Bear 
Stearns, said: “The Bundes- 
bank's indication that it is 
leaving interest rates 
unchanged for the time 
being has come as a big 
relief to the European mar- 
kets. This has given the 
green light for the Bund 
market to push up through 
very tough technical resis- 
tance at 103.00.” 


The December contract in 
London settled at 10344, up 
from 102.96, with over 
209,000 contracts traded - 
nearly 80,000 mare than on 
Tuesday. Traders s ugge st e d 
bund yields would move 
lower, assuming no shocks 
from Friday’s non-farm pay- 
roll figures in the US. 

FRENCH OATS followed 
bunds higher, with the 
December contract in Paris 
settling at 100, up 046. 

SPANISH BONOS also 
ignored political tensions in 
Italy, with the December 
contract rising 38 ticks to 
104.42 on growing optimism 
of an interest rate cut 
UK GILTS had a strong 
day, with the yield spread 
over German bunds narrow- 
ing to 97 points, compared 
with the 98 point gap 
achieved after Friday’s 
extraordinary rally. 

Mr Stephen Lewis, chief 
economist at London Bond 
Broking, said: “This has to 
be seen as a short-term 
trade. The next bad news in 


terms of interest rates must 
be at least a month away." 

The December contract on 
Liffe dosed 9 higher at I20fi 
arid more than 115,000 con- 
tracts were traded. Analysts 
are tetwng of the possibility 
of UK gilts trading at a 50 
basis point spread over 
bunds by the end of the year. 

However, the likelihood 
that sterling would enter 
Emu at a lower rate will 
temper enthusiasm, since 
the yield gap wiD have to 
reflect anticip ated currency 
losses for gilt holders. 

A lower than expected 
reading on business activity 
in September helped send US 
TREASURIES sharply higher 
yesterday morning. 

The National Association 
of Purchasing Management’s 
September index fed to 54-2 
per cant last month, its low- 
est reading in several 
months. 

The w arning release sent 
bond prices surging, with 
the 30-year Treasury bond 
up 1* to 1007*. s ending the 


yield down to 6404 per cent 
The two-year note gained & 
to I0Q£. yielding 5.716 per 
while the 10-year note 
increased £ to 100S. yielding 

6.009 per cent 

**We h 3 *! an 'initial boast 
from the overseas markets 

and continued hi^ser an the 

strength of the NAPM 

report," said David Ging, 
market strategist at Donald- 
son T.rrfirtn & Jenrette. 

The value of the dollar 
was strong against other 
major currencies when the 
- Treasury market opened. 

The NAPM report came a 
day after a similar report by 
the Chicago purchasing 
managers, which also came 
in lower than expected, eas- 
ing fears that strong eco- 
nomic growth could lead to a 
rise in inflation. In a sepa- 
rat e release yesterday, con- 
struction spending fell 04 
per cent in August. 

As expected, the Federal 
Open Market Committee 
made no change to interest 
rate policy on Tuesday. 


CAPTTA^ARj^T^[EW^!2«i - 

CFTC reports on 


broker groups 


Broker associations, which operatein the US fhturffl •• 
markets, should be subject to greater disdosure and- ,r - : / 
enhanced surveillance systems, the Commodity F uiuris - . 
Trading Commission said yesterday. However, tufi “tins- 
try TOitehdng «m 1 iT ft was not recomniRnriing tighter Kgr- : 
mal restrictions. .. 

. The associations are formed by brokers working on tne^ 
trading floors of a number of-US. fixtures exchanges, and ; ; 
allow than? to share responsibility for executing or ders .- 
The CFTC has been studying the merits of these trading 


ywuya Mm.— . ., — - — — . ~ „ ■ . 

thp flrfangmpmiy squeeze out independent “locals . who . 
aj«n trade on the floors, and may prevent customers from 
getting the best order fulfilment. 

In a report, Jhe watchdog said it would make specific r ■’ 
t w^nrmgndati ons to each exchange to cover its particular 

broker association programme, as well as broatta regm - . 

mwidatiriYK on “best practice" forthe registration, data :; , 
collection ^ o v ersight of these' arrangements. - . 

Among the CFTC*s suggestions were that each assoda- . 
titan digrinsft fmaftrifli arrangements between m emb ers hr ; 
its respective exchange; improve notice to the public of; + 
the availability of broker assodatich membership lists,'.’ 
perhaps through flw internet; enhance. surveMmctf '. '*■ 
systems to m onster member trading activities; and - f 3 *.'! 
^yinrtp procedures to address allocation of pit space, said 
prohibit the sale of pit space. Nikki Ttdt, Chknoo 


French property group 
plans FFrI.9bn issue 


INTERNATIONAL BONDS 


By Samer Iskandar 
and Edward Luce 


Socfetfi Fonci&e Lyonnais e. 
France’s oldest property 
company, yesterday started 
a two-week road-show for 
the launch of up to FFrl4bn 
of securities - a combination 
of convertible bonds and 
new shares. 

At least FFrlbn of convert- 
ible bonds will be offered to 
French and international 
investors. They will have a 
maturity of seven years and 
a coupon of between 3.75 and 
445 per cent 

The conversion price for 
the bonds will be set at a 


premium of 10 to 15 per cent 
over the company’s share 
price. 

The deal, which is being 
arranged by SBC Warburg, 
will finance the recent acqui- 
sition of properties worth 
FFr24bn, including the mas- 
sive Edouard Vn develop- 
ment in the middle of Paris 
from Society G€n6rale, the 
French bank, and a portfolio 
of five prime properties for- 
merly owned by GAN, the 
insurance company. 

A special tranche of con- 
vertible bonds, worth same 
FFrSOOm, will also be pri- 
vately placed with SocGen. 

SFL’s main shareholders 
include Commercial Union, 
the insurance company, and 


Hermes, the UK pension 
fund manager. Each will «e?l 
a 5 per cent stake as part of 
the convertible bond 
arrangements. 

BBV, one of Spain's lead- 
ing banks, made its debut in 
French francs yesterday 
with a 12-year subordinated 
issue. The FFrL5bn offering, 
priced to yield 43 basis 
points over the French 
curve, was the first Double-A 
rated issue in francs to carry 
a six per cent coupon since 
the Kingdom of Spain tapped 
the market last March. 

An official at Morgan Stan- 
ley, the book-runner, said 
the offer attracted stronger 
demand from outside France 

than ns uaT 


| New international bond 

issues 
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■ SOVEREIGN RATINGS * 

Egypt under review for upgrade 


Mo ody’s Investors Service, the New York-based credit ag- 
ing agency, has placed Egypt’s sovereign credit rating .. 

under review for possible upgrade. Eariier this year . : ■?' 

Moody’s awarded Egypt a speculative grade credit rating. 
However, both IBCA, the London-based agency, and Stan- 
dard & Poor’s, Moody’s closest rival, have subsequently- // 
awarded Egypt BBB- investment grade ratings. Moody’s' ' 
said it was prompted to review Egypt’s Ba2 sovereign cas- 
ing by the country’s tight fiscal stance, its “dee peni ng 
Mamnitmeut to structural reform”, and its low foreign 
debt burden. - Edward Luce , 


m EASTERN EUROPEAN DEBT 

ANZ launches currency fund 


This was attributed to the 
fact that the French 10-year 
band Is trading flat to the 
German 10-year bund for the 
first tune in over a year. 

BBV opted for the 12-year 
maturity to give same extra 
value to yield-starved 
French investors. 


In the maturity 

provided a better swap rate 
than in 10 years for the bor- 
rower. 

“We felt that BBV was a 
strong enough name to be 
able to make its bond debut 
with a subordinated offer- 
ing.” the official added. 


The subordinated bond, 
the first fixed-rate 12-year 
offer in francs to be issued 
sdnrp February, was trading 
at its reoffer spread last 
nig h t Morgan Stanley it 
had (fistriboted most of tire 
overseas portion to UK 
funds. 


ANZ T nvpg tmPTif’ Rank yesterday launched an open-ended 
local currency fund which will focus wholly on debt .. 
Instruments in eastern Europe. The fund, which has a 
minimum investment of US$25,000, will give-investors 
exposure to markets such as Moldova, Serbia, Ukraine 1 
and Bulgaria, the hank said. It will concentrate mostly on- 
sovereign debt with maturities of less than 12 months, but 
. will also invest in the debt of companies and banks 
closely linked to the state. Dealings are due to start on 
October 15. ... Edward Luce 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Red Bid Od Day eftg Wk chg Month 

Ogt Coupon Price Yield yield yWfl erto yW 


R250 102.1052 
10.000 12&4888 


7000 104.9900 
5X25 10OX1OO 


71X10 104.3300 
0250 10SHOO0 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFr500.000 

Open Sett price Chengs High Low Est voL Open ira. 
Dec 99.86 100.00 +OX8 100.02 99.76 100X33 132.422 

Mar 99.22 8928 +026 99.36 9922 848 3X08 

Jun 98.88 99.04 +026 96.68 9828 2 

■ LONG TERM FRENCH BOND OPIIONS (MAT1FT 


US CORPORATE BONDS 


INTERNATIONAL BONDS 


Red SIP Sid 

Sap 30 rtuta Coupn Rating price 

■ UTILITIES 

Pac Bel 07/02 725 AA- 1085105 

NY Tot 08/25 7-00 A+ 904729 

OWE 05/08 8.00 BBB 107.4071 


Day's Mill's Sprd 
Bid chge chge v 
yWd yJd yW Govts 

. ■ * • n - . • ■ *i 


6-37 +001 -022 +038 
729 +002 -019 +089 
6.69 +002 -020 +088 


4 j 000 99S500 
7250 1112000 


12/99 8200 1022300 

11/07 7200 1072200 


112001084399 
7250 110.7849 
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Price 
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Nov 
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GECC 

05/07 

B.75 

AAA 

115.1597 

6X9 

+0X2 

-0X3 

+0.48 

Bsc One 

08/02 

7X5 

A+ 

103X591 

645 

+0.02 

-0X3 

+046 

07 

- 

3.06 

- 

0X1 

0X7 

0.47 

US West 

01/07 

7X0 B88+ 

102.4264 

6X3 

+0X8 

-ai7 

+0X2 

98 

2X4 

2.15 

2X6 

0X5 

0.16 

0.72 

• - . 









99 

1.15 

1X5 

1.44 

0.15 

0X5 

1.06 
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100 

D.46 

0.71 

0X2 

0.46 

0.71 

. 

WMXTech 

04^9 

6X5 

A- 

100.1471 

6.14 

♦0X1 

-aio 

+0X4 

101 

0.12 

0X1 

0X4 

1.12 

1X0 

- 

Wal Mart 

05/02 

a.75 

AA 

101 .6939 

6X1 

-0X1 

-0X4 

+0X2 


Rad S8P Bid 

Oct 1 date Coupon Rating price 

SB 02/07 5.750 AAA 1012000 

Spain 01/07 5750 . AA 1012500 

PMp Monts 03/04 5375 A 992800 

ABN Amo - • ;oaio8' - S2ZS ; r ift - 982814 


Day's MCTa Spread 
chge chga : v • 

- yfcL : y« /Govts 


-0.15 +025 

-0.18 +029 

-0.10 +027 

•■0.18 ^rfO.15. 


7200105.7200 
8750 1092000 
5200 1004000 
8200 982000 


Eat wi. att. CSte 7488 Pus 7299 . Prevtta <%•» open W. Crib 81,*4 Ptos 77217. 


06/21 920 B8B+ 125.7446 738 +0.07 -0.17 +028 


3200 992400 
6.750 1082700 
6200 1032900 
B200 1052800 


B250 1012700 
82001142900 


Germany 

■ NOTIONAL OBBriAN BUND FUTURES (UFFET DM250,000 IQQtha of 100* 
Open Sett price Change High Low EsL vol Open Int 
Dec 102.99 10324 +028 10344 102-92 209338 282406 

Mar 10228 10228 +026 10245 10228 3174 5681 


Dayton Hud 06/21 920 88 Bh 

M MSkOEi' " " .; v . V-l; 

FHLMC 04/07 7.14 N/A 

SLMA 03/00 7.50 N/A 

FNMA 02/18 825 N/A 

FPCB 06/06 895 N/A 


1052132 628 +022 -024 +028 

1034635 524 - -022 +0.08 

1232658 879 +022 -0.19 +029 

1172403 835 +022 -025 +024 


Austria 

01 AM 

5X00 

AAA 102.1600 

' 5X9 

-0X3- 

-0X4 

Abbey Nat 

• 02AM 

6X00 

AA 104X200 

5.18 

-0X2 

-0.DS -• 

Crad Fonder 

02AM 

9.125 

A 119X300 

546 

-0X6 

-0X6 . 

Arisey Nat 

09/06 

4X10 

AAr 101.7739 

4X7 

-0X4 

-098 



SB 

Q2AJ7 

7X00 

AAA 106X600 

6.10 

+0X2 

-044 

Abbey Na 

02/02 

6X00 

AA 104.1000 

6.70 

+0X7 

-046 

Waft Disney 

06/00 

8.825 

A 108.7500 

5X4 

+0X9 

-0X5- 

Abbey Nat 

03AJ7 

8X00 

AAr 102X920 

7.19 

+0X9 

^059 
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6000 1014400 
8250 1024400 
6.750 104.4000 
72501088500 


:«.WGMYBJ> ' . , ., 

Stone Cant 02/DI . 928 B 

AKSO • 12/01 9.13 BB- 

Pacata 06/04 10.75 B- 


1012250 0.00 - - - 

1088250 020 

1042500 020 


BB 12/07 7225 . AAA 1072380 

OeMfierBk 12437 7.750 AA 1052137 

RBS 01/07 8275 A+ 1081353 

Abbey Nat 02412 7400 - AA 992706 


■ BUM) FUTURES OPTIONS (LIFFE) DM250.000 porta at 10054 


4200 1072400 
4200 1172000 
3200 1084000 
3200 1112400 
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CALLS - 




PUTS — 


Price 

No/ 

Dec 

Jan 

Mar 

Nov 

Dec 

Jan 

Mar 

10300 

n hk 

0X0 

a72 

1X5 

0X1 

0.S6 

1.14 

147 

10350 

0X8 

0X2 

0X3 

0X4 

0X4 

0.78 

1.45 

1.78 

10400 

aio 

042 

0X7 

0X7 

0X5 

1.08 

1.79 

2X9 

Ek. vol total, Cate 28030 Putt 20080. Prarioua dayfa open Inu Cria 154333 PUB 159171 


NnrYorkdoeing. 

Standard 6 Poor* rarin g a. VWdK wd a n al I 


Sourctc tmnedva Deta/FT Irdcametian. 


US INTEraEST RATES 

most 


72001054000 
5.750 102.1600 


6200 992436 
80001092606 


9X00 1052600 
87501072500 


6200 1042039 
62261081433 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 
(PTB) OM250,0Q0 IQQtha at 100% 

Open Sett price Change High Low Est vol Open int 
Dec 104.16 10422 +0X9 10428 104.13 98273 226244 

Mar 10348 10348 - 10348 10348 55 1298 


Fadiada 

Fad.tmh d Matodtat 


Tteasuy Bflts and Bond YieUs 

Onsnontfi - leojw 

E* Tm maA Three ynr 

7\ Uragaoe 810 Rwyaar 

5*8 Shnorti 52B ID-yew 

- Oosyw 844 30-jsr 


BB 

04437 

7X50 

AAA 103.7390 

642 

-0X8 

-0X0 +040 

ABN Amo 

08/07 

7.125 

. AA- 103X538 

6X9 

. HUS 

-0X2 +0X7 

Quebec 

01/07 

7X00 

A+ 102X190 

6 X6 

-0X5 

-0X1 +0X4 

tatorap __ 

02AM 

5.781 

A+ 100X933 

5.75 

-a 07 

-0X8 -020 

■ Q«0 CSC 


Buyer L-Bk 

08AM 

9X00 

AAA 120X045 

XJ2 

.-0X4 

-0X3 . +0X8 

Toronto 

05AM 

axoo 

AA+ 1144738 

5X0 

-0X4 

-0X5 . +ai6 

Bel Canada 

07/99 

10.626 

' A+ 100X271 

4J0 

-0X4 

-0X8 -0X0 

Deutsche Bk 

09AS 

5X75 

AAA 102.1622 

5X7. 

-0X4 

-0X2 -0X8 






Wbrid Bank 

03432 

5X50 

AAA 117.7500 

1.15 • 

-OXff -0.15 

Spain 

03/02 

5.750 

AA 119X000 

1.19: 

-0X9 . -0X3 -+0X4 

Crad Fonder 

0B/02 

4.750 

A 114X070 

1X5 

-007 -0,13 +050 

Holy 

07/99 

0.703 

AA 100X647. 

.0.11 

-0X2 -0X2 -0X8 


London ctehg. 


Souok haeacdm dmo/FT MomaHon 


74001042482 
7250 1102616 


11X00 1072890 
8X001132230 


4.0001032000 
4200 108.1800 


6X00 98.4922 
8.750 1022344 
7250 1087813 
aXOO 1182047 

5275 1002110 
7250 1087270 
8125 1002130 
8375 100X920 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(LIFFE)- Ura 200m IQQtha ol 100% 

Open Sett price Change High Low Eat wot Open Int 
Dec 111.70 111.64 -022 11127 111X3 104048 119289 

Mar 11141 11129 -022 11141 11141 1 1325 

■ fTAUAM QOVT. BONO (BTP) HfTUHES OPTIONS (UFg Uta20Qa! IQQtha of 10016 

StrikB CALLS PUTS 


FTSE Actuaries Govt. Securities 


UKIndli 


Price Indicae 
UK G*ts 


Price 

Dec 

Mar 

Dee 

Mar 

11150 

1.13 

1.77 

0X9 

1.68 

11200 

0X7 

1.51 

1X3 

1X2 

11280 

068 

1X8 

1.52 

2.19 


1 Up to 5 yeara (IS) 

2 5-15 yeara (21J 

3 Over 15 years «} 

4 bredeemabiee (4) 
G AH stocks (4Q 


+0X2 +0X2 -0X5 

-0.04 -0X2 -026 


Ek. voL totri. Cats 10810 Rita 752a Pravtoua day's open H. Ctfa 822S2 Puts 69755 


London doling. Naur York m&day. 9 *k« Weracthe Oata^T Womadon 

YMdai Local marital standard/ AimualHd ytaU basis. YWdi ahem far Maly octude iMddng 
lax n 12 S per cent payable by nmafaents. 


10 YEAR BENCHMARK SPREADS 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MOT) 

Open Sett price Change High Low Eat vot. Open bit 
Dec 104.15 104.42 +028 10445 104.06 131,428 83.312 


8 Afl stocks (12) 


Wad 

Days 

Tub 

Accrued 

Oct 1 

change % 

Sep 30 

Interest 

12040 

0.12 

120X8 

2.15 

160.02 

0X4- 

156X0 

3X5 

189X3 

1.10 

187.87 

3.06 

22843 

0X2 

226X8 

3.72 
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0X5 

151.14 

2X3 
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0X7 
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0X5 

209X8 

0.78 
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1X0 
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0.73 
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1.43 


*- Low tsoopon ytatd- -Mecflnm ooupon jMd — -High coupon yield- 

Oct 1 Sep 30 Y r. ago Oct 1 Sap 30 Vr. ago Qct l Sep 30 Yr. ago 
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812 15 yra 
9.77 20 yra 
9X0 Irredt 
8.82 


629 .. 6X0 
728 . 844 
7X7 .847 
727 


6X6 .6X8 

6X4 7.75 

857. 725 


862 7.05 

6X6 ‘ 720' 
5X6 7X0 


— Inflation 5% — 

Oct 1 Sep 30 Yr, ego 

522 Up to 5 yrs 3.15 323 2.78 
4.70 Over 5 yra 328 322 844 


— Fn9e9onio% — 
Oat 1 Sep 30 YT- ago 


245 , 2X3 2.13 
- 3JtB 811 325 


Average poas redemption yMie ere shown abova. Coupon Bands: Low: 0M-7NM: Madknc SN-IONN; Hsfa: 11N and swr. t « yfakt ytd Vew to dtta. 


Oct 1 

BU 
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Spread Speed- 
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Binfa T-Sonda 


Bid 

Yield 

Speed Spread 
va ve 

Binds T-Bonds 

Aiatnte 

B.12 

-0X5 

+0.10 

New Zealand 

ext 

+1.1* 

*058 

Austria 

551 

♦0.04 

-051 

Noway 

5.72 

+0X5 

-030 

Batgun 

9X5 

^Loe 

-at? 

Portugal 

5X0 

♦042 

-013 

Caned* 

5X8 

+021 

-0X4 


5X2 

+0X5 

-<L20 

Danmwk 

943 

+0^6 

-OQB 

Sweden 

009 

*082 

*007 

RnfevxJ 

562 

-015 

-040 
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348 

-1X8 

-2X3 

France 

5*5 

-0X2 

-057 

UK 

033 

*0X6 

♦031 
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_ 

-0 55 

US 

002 

+0X6 

- 


59T 


-on 

ECU 

5X7 

*020 

-OSS 


514 

*0X7 

*012 


Nnhutands 


-0X3 

-098 

London doling. * 
AnruSaad yMd 

New York dadng. 



■ NOTIONAL UK OB.T FUTURES (LtFFET £50X00 32nda al 100% 

Open Sett price Change HK)h Low Eat vol Open int 
Dae 119-18 120-09 +030 120-13 119-16 115979 174313 

Mar 119-30 120-07 +4M0 119-30 119^0 1 28 


FT Fixed Interest Indices 

Qctl Sap 30 Sep ZB Sep 26 Sep 25 Yr ago LPV ' 

Oovt Seem. (UK) 10027 100X8 99X5 10028 99.71 94X 10027 9321 ay interest 

C FTSE Iraemanonal Ltd 1897. A* rights reserved. • far 1897. Government Sa m bas Mgh since campBatfarr 1Z7M 


Oct 1 Sap 30 Sep 28 Sep 28 Sep 25- Vr ago Hgtr low* 
131.03 13045 130.39 13022 .130717 11423 131X3 11522 
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- ■ LONG GILT FUTURES QFnOMS (UFFE) ESOXOO 64tha of 100% 


EMERGING MARKET BONDS 


Strike 

Price 

Nov 

Dec 

CALLS - 
Jan 

Mar 

Nov 

Dec 

PUTS — 
Jan 

Mar 

120 

063 

1-21 

1-35 

2-02 

(MS 

1-03 

1-21 

1-52 

121 

0-34 

0-55 

1-05 

1-34 

1-18 

1*37 

1-55 

2-20 
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8-17 

0-35 

0-47 

1-08 
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Croatia 

02/02 

7X00 B8B- 
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741 

Poland 
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103X368 
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Russia 
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' " "T 

Argentina 

01/17 

11X75 

BS 

116.7S74 

944 

Brad 

11/01 

8X75 

BB- 

103X090 
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-1 
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PfiBpphea 

10/18 

8.750 

BB+ 

100X455 

8.68 

ThaBand 

04/07 

7.750 

A- 

99.6854 

7.79 

M 'M^acAAODPLE EAST , 




Lebanon 

07/00 
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CURRENCIES AND MONEY 



markets report 


By Simon Kuper 

The Malaysian ringgit and 
Indonesian rupiah plunged 
yesterday after Dr Mahathir 
Mohamad, Malaysia’s prime 
• xuiuster. again suggested 
that currencies trading 
wwuld be banned and signs 
Merged that earlier depreci- 
ations had begun hitting 
Asian economies. 

rin * eit feU from 
M*3.1S against the US dollar 
late cm Tuesday to a new 
all-time low of M$33625/75 in 
late trading after the London 
dose yesterday. The Indone- 
sian rupiah dropped from 
3»2l5/25 to 3,410 against the 
dollar, while the Philippine 
central bank intervened to 
steady its peso. The Thai 
baht was fairly steady. 

The yen fell only slightly 
after Japan's quarterly tan- 
kan survey of business con- 
ditions emerged even weaker 
than expected. The diffusion 
index for large manufactur- 


currencies plumb fresh depths 


era fell to +3, from +7 in 
June. But fears that the US 
would object to a sharp drop 
in the yen Sustained the Jap- 
anese currency. It dropped 
Y0 l 2 against the dollar, dos- 
ing in London at Y 120 . 9 . 

Joe Prendergast, head of 
global foreign exchange 
research at Credit Suisse 
First Boston in Loudon, said! 
“The ongoing tension 
between trade and weak 
growth in Japan keeps dol- 
lar/yen rangebound." 

The dollar rose a p fennig 
against the D-Mark to 
DM1.776 after Edgar Medster, 
Bundesbank council mem- 
ber, was reported as saying 
he was unconcerned about 
the US currency’s present 
level. . Other Bundesbank 
officials have recently 
expressed worry about the 
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dollar’s strength. Yester- 
day’s accommodative Ger- 
man repo tender also helped 
the dollar. 

The Canadian dollar 
finned 04 cents to C$1,379 
against the US dollar after 
the Bank of Canada raised 
interest rates. The key bank 
rate rose 25 basis points to 
3.75 per cent, while the cen- 
tral bank’s target range for 
the overnight lending rate 
increased from 3.00-3.50 per 
cent to 3J2&3.75 per cent The 
bank said the economy was 
“expanding rapidly and 
absorbing unused capacity". 
Carl Weinberg, chief econo- 
mist at High Frequency Eco- 
nomics in New York, noted 
that there were no signs of 
inflation in Canada, but said: 
“This is the first of a series 
of moves aimed at slowing 
the economy." 

■ Dr Mahathir now depred- 
ates south east Asian curren- 
cies so easily that some 
people think he may be 
doing it oo purpose. Yester- 


MataysiafiTioflar 

Against *e dollar (K&parS) 


040- 



34fl« J - .' ■ I . ■ 1 

JUb ••••%'■ W7 

ySondii O tifmq^n gar-^. . 


Oct 


day he again mentioned a 
“need to regulate or outlaw 
currency trading", which 
some read as another hint of 
anti-market moves. One 
view is that Dr Mahathir 
says such things deliber- 
ately. in order to weaken the 
ringgit «nri thus shrink Mal- 
aysia's current account defi- 
cit. But he may simply 
believe what he says. 

Coupled with his corn- 


meats is the growing fear 
that the currency crisis of 
the last three months has 
begun to hurt south east 
Asian economies and cause 
inflation. The Thai con- 
sumer price index rose 7 per 
cent in the year to Septem- 
ber, while on Tuesday Mal- 
aysia said its economic 
growth rate might drop to 6 
per cent next year. Previous 
forecasts were for 8 per cent. 

David Sixnmonds. emerg- 
ing markets economist at 
Citibank in London, said 
local companies were unsure 
when the currencies' slide 
would end. They were there- 
fore buying dollars now to 
avoid having to do so at a 
more expensive rate later. So 
the crisis feeds on itself. 

MOTHER CUBBEHOES 
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B The lira, strong for 
mnnthc , foil as Italy's gov- 
ernment and its communist 
ally clashed over the budget 
The Refoundation party has 
said it will not vote for the 
deficit-cutting budget, 
designed for entry into Euro- 
pean monetary union- 

The belief that Italy would 
join Emu has boosted the 
lira and Italian bonds, partly 
by raising hopes that inter- 
est rates would drop to the 
levels of the rest of Europe. 
Yesterday’s news raised the 
prospect of Italy missing 
Emu. The lira dropped L2iJ 
to L979.8 against the D-Mark, 
while Eurolira futures con- 
tracts fell to reflect a rise in 
the expected rate level In 
hectic trading, the December 
1997 contract lost 16 points 
to price in rates of 6.25 per 
cent, unchanged from pres- 
ent levels. 

Lorenzo Codogno, chief 
economist at Bank of Amer- 
ica in Milan, said the govern- 
ment and the communists 
would probably compromise. 
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1 : WO^D INTBrEST; RATES 

-U.V 





MONEY RATES 








October 1 

Over 

One 

Urea 

Six 

One 

Lomb. 

Os. 

Repo 


night 

month 

mths 

mths 

year 

inter. 

rots 

rale 

Belgium 

3H 

33 

3£ 

33 

3% 

000 

£20 

- 

Ram 

3i 

3£ 

3M. 

315 

2V 

3.10 

- 

4.75 

Germany 

3A 

3£ 

3i] 

31* 

35 

4.50 

220 

3.00 

Ireland 

6U 

34 

BK 

34 

5% 

- 

- 

075 

My 

61 

35 

615 

6ft 

55 

7.75 

625 

622 

Nathertanda 

34 

3V. 

33 

34 

33 

- 

220 

320 

Swtizertand 

14 

IK 

U 

is 

IS 

- 

120 

- 

US 

5* 

5% 

52 

5S 

55 

- 

520 

- 

Japan 

£ 

a 

n 

V> 

A 

Mr 

- 

020 

- 

■ SLBOR FT London 








interbank Ftxtag 

- 

5? 


5* 

6 

- 

- 

- 

US DoHar CDs 

_ 

544 

5.49 

526 

5.71 

- 

- 

- 

ECU Linked Ds 


44 

44 

4|J 

44 

_ 

_ 

_ 

SDH United Ds 

- 

34 

33 

3* 

3ft 

- 

- 

- 


S LBOH iraertreiK Rung ram era offered ram for 61 0m quemd & Dw mafkat by four 
reference brats a 11am each working day. TTw banks are. Bankers Trust Bank ot Tcfcyo 
MtaririnhL Barclays and mdonM Waamtaier. 

Ud ram are dxnm tor me rtxnesflo Money Ram, USS CDs. ECU 6 BDH LMead Depoda (Du 

EURO CURRENCY INTEREST RATES 


Oct 1 


Short 

tarn 


7 d&ys 
notice 


One 

month 


Three 

months 


Six 

months 


Ona 

year 


Belgian Franc 

^2 

-3ft 

314 - 

3*8 

314 

3ft 

3ti - 

■3ft 

3ft 

-3*8 

3J1 - 


Danish Krone 

3^2 

■3ft 

3» • 

3U 


■312 

34, ■ 

-35b 

3SJ 

- 3lJ 

4ft- 

4ft 

German Mark 

3>a 

- 3 

3ft 

3ft 

3ft 

■ 3la 

3ft ■ 

-3ft 

3ft 

-0ft 

36 - 

3U 

Dutch Gulder 

3>a 

-3ft 

3>4 - 

3ft 

3ft 

3ft 

343 

■3*8 

3*8 

ft 

3S- 

311 

French Franc 

U 


34 - 

3ft 

94 

-3ft 

3ji ■ 

-3ft 

3ii 

-3ft 

38- 

314 

Portugueae Esc. 


-5B 

5ft- 

5H 

5ii 

■sh 

5ft 

-5ft 

5ft 

-4ii 

4,1- 

4i? 

Spanish Peseta 

5a 

- 5ft 

5ft - 

5ft 

■ 

-5ft 

5ft- 

■ 0ft 

5ft 

1 - 5 

4H- 

•il 

Strafing 

hi 

-7ft 

7ft 

- 7 

7ft 

7ft 

79b 

■ 7 1 # 

71? 

-7% 

7^,- 

7*8 

Swiss Franc 

m 

-1ft 

1ft - 

1ft 

1ft ■ 

-1ft 

IB- 

■ 1ft 

is 

- IB 

UJ- 

lii 

Canadian Dolar 

3 s ! 

3ft 

3ft - 

3ft 

3*8 ■ 

3> 2 

Mi 

3*8 

A ■ 

3% 

441- 

4ft 

US Dolar 

69j 

-5% 

5S- 

513 

55a ■ 

■&»2 

se - 

-511 

5}i 

- 5ft 

5*1- 

5H 

Itafian Lira 

7 - 

692 

6|I- 

6£ 

61? 

-Bil 

6*8 ■ 

65i 

0ft 

-6il 

58- 


Japanese Yen 

>« 

-ft 

ft- 

ft 

ii 

■13 

ft- 

ft 

ft 

-.ft 

ft- 

ft 

Asian SSmg 


-14, 

314 - 

31# 

3^, ■ 

■ 3*8 

3%- 

■31, 

4 - 

3% 

4H 

- 4 


Shod jramrakes am cal lor ihe US Dota and Van. others: two days' notice. 

■ THHEE MOWTH PIBO*t FUTURES (MATlF)Parb imarCer* oflered rate 



Open 

Sen price Change 

High 

Low 

Eat vd 

Open InL 

Dec 

9042 

9041 

+0.01 

9042 

96.39 

9.997 

30423 

Mar 

96.19 

96.16 

+001 

96.19 

9016 

9.600 

34429 

Jun 

9524 

95.95 

+0.01 

95.96 

9093 

4.595 

20024 

■ THREE MONTH HJROMARK FUTURES (UFFE}" DMIm ports of 100% 


Open 

Sett price 

Change 

High 

Low 

EsL vol 

Open ire. 

Dec 

96.42 

96.43 

+001 

9043 

9641 

43088 

300488 

Mar 

96 IB 

96.20 

+0O1 

9020 

96.1B 

38423 

289600 

Jun 

9596 

95.96 

+0.01 

95.96 

95.93 

40228 

252342 

Sep 

9077 

95.78 

+0.01 

9079 

95.76 

19720 

187333 

■ ONE MONTH EURO MARK FUTURES (UFFE)* 

DM 3m points of 100% 


Open 

Sett price Change 

High 

Low 

EsL vol 

Open in. 

Oct 


9075 

+001 



0 

400 

Nov 


96.65 

+0.01 



0 

60 

Dec 

9042 

66.42 

+0.01 

9042 

9042 

50 

730 

Jan 


9053 

+001 



0 

150 

■ THREE fiffONTH EUROURA FUTURES (UFFET LlOOOm points of 100% 


Open 

Sett price Change 

rtgn 

Low 

ESL vol 

Open InL 

Dec 

93.87 

93.75 

-015 

93.86 

9066 

47741 

100438 

Mar 

94.62 

94.54 

-0.11 

94.62 

94.45 

40623 

97534 

Jun 

9002 

9438 

-009 

95.05 

94.87 

42688 

61468 

Sep 

95.08 

95 DB 

-0.09 

9015 

9000 

15634 

54601 

■ HfitEE HONTH EURO SWISS 

FRANC FUTURES (UFFE) SFrlm potnr. el 100% 


Open 

Sen price Change 

Hl^i 

Low 

EsL vol 

Open InL 

Dec 

98.23 

9022 

-001 

9025 

98.18 

7922 

74123 

Mar 

98.06 

96.06 

+0.01 

9007 

98.02 

3886 

38277 

Jun 

97-82 

97.B3 

+0.02 

9764 

97.79 

1465 

25467 

Sep 

97.64 

97.64 

+002 

97.85 

97.62 

1590 

12314 

■ THREE MONTH EUROYEN FUTURES (UFFE) YlOOm points of 100% 


Open 

Sen price Change 

High 

Low 

EsL vol 

Open InL 

Dec 


99A6 

+0.03 



0 

n/a 

Mar 

99.45 

90.44 

+0.03 

99.45 

9945 

1 

n/a 

Jun 


9940 

+005 



0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Eculm points of 100% 



Open 

Sett price Change 

High 

Low 

EsL vol 

Open rrt- 

Dec 

9058 

95 57 

- 

B5.5B 

95.56 

1284 

12004 

Mar 

9053 

95.53 

- 

95^4 

95.52 

592 

6580 

Jun 

95.45 

9045 

- 

95.46 

95.44 

802 

4560 

Sep 

9041 

95.41 

- 

9541 

95.40 

162 

5284 


' UFFE fttass also trnetna on AFT 

m EUROLBIA OPTlOtlS (UFFE) LI DOOm ports Of 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS 
Mar 

9375 

0.18 

0.84 

1.27 

018 

0.05 

9400 

0.08 

0.63 

1.05 

0.33 

009 

9425 

002 

045 

0.84 

0.52 

0.16 


Jun 

om 

0.07 
0.11 

Eat vol total. Calb 344 so Pua 14087. Previous day's open lm_. Cate 170005 Pun 65895 


EXCHANGE CROSS RATES 

Octl BFr DKr FFr 

DM 

E 

L 

H 

NKr 

Es 

PM 

SKr 

SFr 

E 

cs 

S 

Y 

Ecu 

Belgium 

(BR) 

100 

1645 

1028 

4.847 

1277 

4748 

0456 

1948 

4932 

4092 

20.75 

8988 

1292 

3.764 

2.730 

330.1 

2.472 

Danmark ■ 

(OKr) 

5420 

10 

. 0823 

2-827 

1217 

2574 

2.858 

1026 

267.7 

2212 

1124 

2.161 

0817 

2240 

1.479 

1782 

1.340 

Ranee 

(FFr) 

6143 

11.33 

10 

2277 

1.153 

2917 

3253 

1126 

3004 

2512 

12.74 

2450 

1.038 

2212 

1.877 

2022 

1219 

Germany 

(DM) 

2063 

3J507 

3359 

1 

0387 

9792 

1.126 

4216 

1012 

8448 

4280 

0228 

0249 

0777 

0263 

6011 

0.510 

Ireland 

0£) 

5027 

9.829 

0672 

2-582 

1 

2529 

2208 

1027 

2001 

2101 

1125 

2.124 

0201 

2. DOS 

1454 

1752 

1217 

hxriy 

ft) 

2.106 

0389 

0343 

0102 

0240 

100 

0116 

0410 

1040 

6223 

0437 

0.084 

0036 

0279 

0257 

0951 

0252 

Nathertanda 

n 

1032 

0380 

0982 

0388 

0344 

8700 

1 

3268 

9049 

7521 

3201 

0731 

0210 

0290 

0500 

6047 

0453 

Norway 

(NKr) 

51^4 

0474 

0359 

2489 

0964 

2438 

2203 

10 

2532 

2102 

1065 

2248 

a869 

1232 

1.4Q2 

1692 

1269 

Portugal 

<Es) 

2025 

3.736 

0298 

0981 

0380 

9814 

1.105 

0943 

100 

8220 

4200 

0807 

0243 

0762 

0.553 

68.83 

0200 

Spain 

(Pta) 

2442 

4JS06 

0978 

1.184 

0458 

1160 

1233 

4.757 

1206 

100 

5267 

0274 

0413 

0219 

0667 

8062 

0.604 

Sweden 

(SKr) 

4020 

0894 

7.847 

2336 

0905 

2289 

2631 

9288 

2301 

197.4 

10 

1222 

0816 

1214 

1.316 

1501 

1.192 

Switzerland 

(SR) 

2008 

4327 

AJ08Z 

1215 

0471 

1191 

1289 

4284 

1232 

102.7 


1 

0424 

0244 

0.684 

82.77 

0620 

UK 

« • 

5010 

1091 

9.622 

2J65 

1.110 

2807 

3226 

1121 

2912 

242.0 

1226 

2257 

1 

2224 

1213 

1901 

1.461 

Canada 

«CS) 

- 28.57 

4^03 

4326 

1288 

0499 

1202 

1.460 

0175 

131.2 

1082 

0512 

1260 

0450 

1 

0.725 

87.71 

0.657 

USA 


3064 

0760 

0964 

1.778 

0288 

1740 

2000 

7.135 

161.0 

1502 

7.600 

1401 

0-620 

1279 

1 

1209 

0906 

Japan 

00 

3029 . 

5.590 

4332 

1468 

□209 

1439 

1254 

5200 

148.6 

1242 

6285 

1208 

0.513 

1.140 

0227 

100 

0.749 

Ecu 


4045 

7484 


1261 

0759 

1821 

2208 

7279 

1992 

1606 

0392 

1213 

0284 

1222 

1.104 

1305 

1 


DankA Nona. Fran* Five, Nawagtei Kronar. and SwedWt Kronor pa 1ft Bdgrei Pane. Yen, Emrtn . Lira and Perea par 1D0. 

I QMM) PM 12E J00 par PM 


(IMM) Yen 12.5m per Yon 100 



Open 

Latent 

Change 

. High 

Lew 

Eat vol Open rt. 


Open 

Latest 

Change 

High 

Low 

EsL vol Open rt. 

Dec 

02703 

05664 

-00041 

05725 

05657 

14,717 

50072 

Dec 

08392 

02382 

-02030 

08404 

pna?n 

20074 

70609 

Mar 


. 02690 

-02048 

- 

02690 

48 

2,337 

Mar 

- 

02476 

-02028 

- 

02476 

40 

805 

Jun 

- 

05730 

-02036 

- 

02730 

2 

2211 

Jun 

- 

08618 

- 

- 

- 

112 

165 


(1MM) SFr 125J00 per SFr 


■ SIBtUNO FUTURES (IMM) £62.500 per E 


Dec 

.06955 

06922 

-Q.0034 

0.6989 

0.6811 

4230 

35236 

Dec 

12118 

12074 

-02040 

1.6148 

Mar 

06980 

02975 

-0.0050 

02960 

08975 

60 

1,470 

Mar 

12040 

1.6000 

-0.0050 

1.6050 

Jun 


07092 



- 

88 

259 

Jui 

- 

12930 

-02058 

- 


1.5830 


3520 

1 

52 


27.77B 

235 

27 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct l t • Over- 7 days One Three Six 

reghD notice month irmrillrs nwnllia 


EMS EUROPEAN CURRENCY UNIT RATES 

Oct 1 Ecu can. Rata Change M +/- from % spread Div. 

rates cpainatEcu on day can, rata v weakest tnd. 


One 

year 


7A-«b 7*|-7 7*8 - 7 7*8 - 7>* 7* - 7A 7% - 7>a 
' - - ; - - 7 7l< - 7A - 7^ 7H - 7fi 

. - - - 60 -8S 7-6U 


7-6% 7i-«i 7A-7 ; 
-6% 7-6% 7A-7 7d-7^ 


7&-7i 7J3-7A 


Interbank Storing 
Strafing CDs 
Treasury Baa 
Bonk BOB ' 
i nrei authority daps. 

Ofscount MariiBt deps - 6ti 7-6% 

UK daaring bank base ftndng rate 7 par cert tom Aug 7, 1997 

Up 10 1 1-6 3-6 6-9 9-12 

• •• •-■-month month merit)® months mortha 


Carta of Tax dap. RlOOJJOO) 2h 5^ 5 5 4% 

Cran ra Tkpc dap. under Cioojxn ta 2>2pa OapeM mtKtaan for cash l>*po. 

Are Mndra rate of cteeoim on Seo2& OBSaape. BCQO teed rate SripBqwt Rnanoa. Mtke 
i 4 > dv 8ta » WOT. Agread rate tor prated Oci 26. 1887 lo Nov 26. 18B7. Sttama B &54pc- 
Reference rate fcr period tag 30. 1BB7 to Sap 3ft 1987. Schamas W 6 V 7284pc. Finence 
House Base Fbde 7%c tan Sap 1. 1897 

■ THnw*160im4aTE9aB*aRmimS (UFFE)£a».000 porta of 10Q% 


Open 

Sattprica Change. 

High 

Low 

EfiL vol Open int. 

92.58 

9229 

+021 

9229 

8227 

9890 

124483 

9223 

9226 

+023 

9227 

9221 

15674 

103964 

9227 

9228 : 

+003 

9229 

9223 

11817 

87522' 

92.70 

9271 

+022 

92.71 

9227 

9692 

70092 

9229 

8229 

+001 

9090 

9225 

10462 

56617- 


Dec 
Mar 
Jun 
Sep 
Dec 

Mao W(W rai AFT- Al Open Waraat 6gh era fcr preMoua tay. 
m SHOin- &rHU J WC>PTIO««(Uffq £500^00 porta of 10Q% 

suite 

Price 
9250 
9275 
9900 

CsL ML 


Dec 

0.13 

0.02 

0 







■rnj 






'fai'T-iU 


PUTS — 

Mar Jun 

0.13 022 

027 0^4 

047 051 


KM. Cob 882 PUB 2645. Previous day's open Irt, Cab 188842 Pi* 20BOT6 


intend 0.7BB709 

Ftntand 5.85424 

Italy 190648 

Spain 163S28 

Portugal 197.398 

Denmark 7^4555 

KMharianda 2.16079 

Oatmaaiy ■ 1.92573 
Arabia 13^485 

Belgium 39.7191 


0.763850 
5^8552 
1927^8 
166.096 
200468 
748506 
2.21447 
1 .96510 
134380 
405716 
6.60476 


-041D1089 
•tO. 00200 
+648 
+0.036 
+0.235 
-0.00265 
-0.0001 B 
-OJXXXB 
-0.0008 
-0.0028 
+000122 


-436 
0J33 
1.13 
1^9 
1 J6 
ISO 
2.06 
Z10 
2.12 
2.15 
228 


EL93 

1.72 

1.12 

088 

069 

038 

0-20 

016 

0.14 

0.11 

OOO 


29 

-4 

-a 

-10 

-ii 

-13 

-15 

-21 

-16 

-16 

-19 


NON ERM MEMBERS 
Greece 295269 

UK 0.793103 


310688 -0.04 522 -241 

0.688094 -0001497 -1324 1727 

Ecu carnal rates era by me Ea upran Com wlralu n. Cutrancta are h te e u andnn retain aangft 

Preeentage dongae are tor Ecu a petars dunoe Denom a Mte camncyJDfwpmca fllHMi D® nUo 

bat e aw teo apaadK Die p a m niage M m teg batman n® aaral inattet and Eeu canaal naea tar a 
oarency. and Dw Bradman parma a d parctaaga devtaUon of Dm curanejra urafcat ran tan Oa Ecu 
cwwd nrii. 17/B8e 8aarteg raapandad tan ERML MMmert otaiatad by Dw Rnandal Tlmaa. 

■ PHBJUMELPMA SE £/S OPTKHHS £31 250 (cants per pou^ 


S&Bw 

Price 

1400 

1.610 

1220 


Oct 

129 

125 

0.74 


CALLS 

MOV 

2-64 

2.14 

127 


Dee 

328 

2.55 

014 


Oct 

022 

028 

143 


PUTS 

Nov Dec 

124 2.15 

120 220 

221 013 


Prevwne da/s wL, Cdb 83 Putt 17 . Pre». days open hu OeSs 25.116 Pub 23,168 
■ PHILADELPHIA SJE MIAIUC/S OPHOMS DMS2.500 (S pw DM) 


Oct 

- CALLS - 
Nw 

Dec 

Oct 

— PUTS “ 
Nov 

Dec 

081 

123 

1.60 

015 

045 

061 

028 

122 

120 

028 

0.63 

020 

021 

077 

1.03 

052 

085 

124 


Price 

0560 
0285 
0570 

Previous ctoyn «oL Cate 168 Pula 1 231 . Pm. rite'll open hL, Crib 10.79BPuts 30,778 


MOIfTH EURODOLLAR (IMM) Sim ports d 100% 


BASE LENDING RATES 


Adam & Company 7.00 
Adod Utah Bank (GB) 7.00 
GHerayAnsbocher 720 
BankofBarada 720 
Banco abac Viasiya 720 
BankOfCypws 720 
Bankof trriand 7.00 
Bankof Jrafia 720 
Bank of Scotland 720 
BairiaysBank 7.00 
BrilBkrt WEast 720 
•SmnSMpbyAOiLU 720 
CaBsmkNA 720 

OydeabteSank 7.00 
Tte.Cft<part»«fiar*720 
CwaoiCo 7.00 

QpiHBRipularBar* 7.00 


' % 
DuntanLawrio 720 

Bretar Bra* Limited 820 
f^enCari 6 toi Bank &00 
•Robert Fleming &Co720 
•GuavHaa Mahon 720 
t&frgank AOUsIch 720 
•uai Ti a ta Ba* 7 -°° 

rtriridaaQanlnvBk.xoO 
C. Hoars A Co 720 

Honghong 8 Shanghai 720 
tnwe9tecaark(UK)Ud720 
juS^iHodgaB®* 720 
•Laopokl Joaph 8 8ra® 720 
Uoytt Sank 720 

MklanriBank 720 

KteWedmnstar 700 

•flag Brother* ?■» 

Royal BkdScotond 7.00 


I.. . . 


SecdtahWIdMS Bank 720 
•Sngar&HedandBr720 
•gnrih&W»«nSBCB720 

Sun Barfiong Crap Lid 720 
TSB 7.00 

UMBdBankofKuwaa.720 
Unity Trust Bark fle 720 
WNtawrayLaktew 720 
YorioWra Bank 7.00 

• MgrebBCB of London 

trares&nem Banking 

tesociation 

* bitttRfinstratkm 



Open 

Latest 

Change 

Mgh 

Low 

EsL vol Open frit 

Dec 

94.18 

94.18 

+021 

94.18 

94,17 

104,741 

590182 

MW 

94.11 

94.12 

+022 

94.13 

94,09 

120219 

417,117 

in 

9422 

9423 

+022 

9424 

94.02 

51230 

310580 

■ US TREASURY BILL FUTURES (IMM) Sim per 100% 



Dec 

95.00 

9520 

+002 

9521 

84.97 

294 

4,880 

MW 


9429 

+0.02 

9429 

9427 

201 

3,363 


Al Open knaran figs, ran tor prevtoua day 
■ BUROMAmC 0MKMB5 (LIFFQ DM1 m points of 1QQW 


Ho-.c K.:rc 


l 1 ; ; r r...;' ,:v: 

- -:o-= 
i'V. i'.C--'. 

.i s 5 2 5 =;'C 

-;i: =n -f'-f r-'iiivr; 

:.i!: = 


: 44 7 

--a. r, 

■r\o’:, fhrr"4:-r ■ •= . 


>: c =. T h A ■-< LAC 


A!G ’'Tcrr^t. 

l. r fr : A;C- 7 
— p n o : 2C’j. bb‘ 

C-.v Jorir.s L : -.: r -:^r 
' a cv. ' 


AIG 


CONTRACTS & TENDERS 


Strike 

— . 


CALLS - 



PUTS — 


Price 

Oct 

Nw 

Dec 

Mar 

Oct 

Nov Dec 

Mar 

9600 

043 

043 

044 

029 

0 

0 021 

006 

0628 

019 

020 

021 

013 

021 

002 023 

018 

9650 

021 

022 

024 

0.04 

028 

009 0.11 

024 

9675 

0 

0 

021 

0.01 

032 

022 0J33 

056 

9700 

0 

0 

0 

0 

057 

0.57 037 

090 

EsL VOL tsM. Cate 11688 Pua 16788. Previous ito/a open rt- >-“** 2SW1 Pta 281134 
■ EURO SME6 FRAWC OKIOIlS (UffE) SFr 1m points of 100% 

Strike 

— 


CALLS - 



PUTS — 


Price 


Dec 

Mar 

Jun 

Doc 

Mar 

Jun 

9825 

015 

016 

0.17 

018 

025 

059 

9860 

025 

027 

009 

033 

0.51 

076 


INVITATION FOR TENDER 

The Ministry of Defence of the Russian Federation 
invites all the interested companies to the open leader for 
the sale of “KIEV" aircraft carrier for scrapping, LDT 
25500 m.L, Delivery: FCA port Murmansk. 

Participation forms and instructions may be obtained at 
the Central Department of Material Resources and Foreign 
Economic Relations of the MOD of Russia by fax: 17-095) 
924-53-60. Contact phones (7-095) 293-7^46, 244-51-65. 

Completed applications for participation in the 
preliminary selection of participants are accepted until 6 
pm (Moscow time) at' 

CDMR & FER MOD RF, 

14 Kholzunov per, 

Moscow, Russia, 103160 


CONTRACTS & TENDERS 


Georgia received a credit no 2809-GE from the 
International Development Association towards the cost of 
Transport Rehabilitation Project. Parts of this credit will 
be applied to payments under the contract for the supply of 
2,300 tonnes of road bitumen TOCT 22245-76 EH R 60190 
or SHfl 40/60 or equivalent to the State Department of 
Roads (SDOR) which invites sealed bids from bidders. Hie 
documents may be purchased by submission of a written 
application upon payment of a non-refundable fee of 
USD 200 to: the office of SDOR, 29a Gagarin Street , 
Tbilisi 380060 Georgia attn. Mr. Jaba ShubiUdse 
Teh +(995 32) 37 65 06, Tel/Fax: +(995 32) 93 55 52, 94 
37 08. Bids must be delivered to the above office on or 
before 12.00 on October 29, 1997 and must be accompanied 
by a security of 2% of bid amount. Bids will be opened 
in the presence of bidders' representatives at i2.00 
or October 29, 1997 , at SDOR office. 


EsL voL total Cab 0 Puts ft Prariom Ctery-a open w. Gate 30» Pura 2718 
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COMMODITIES AND AGRICULTURE 


Bank of Nova Scotia to acquire Mocatta 


By Kenneth Gootfng, 

Mining Correspondent 

Bank of Nova Scotia Is to acquire 
the Mocatta Group to form the 
biggest force in the global gold 
and silver bullion and base metals 
markets. 

The combined group, Scotia- 
Mocatta, will have offices in seven 
countries and nearly 3,000 clients 
in 65 countries. Its "book" - the 
notional value of forwards con- 
tracts and options - will be worth 
about USSTDbn. 


Nigel Dentoom. Mocatta chief 
executive, said that, even as the 
merger was being completed 
Scotia-Mocatta was "in an acquisi- 
tive mode". Negotiations that 
mig ht lead to an acquisition were 
already in train. 

Mocatta. established in 1671 and 
. the oldest and one of the biggest 
m et al s trading groups, is to be 
sold by Standard Chartered, 
which is concentrating on retail 
and corporate banking. 

No price was revealed but ana- 
lysts suggest ft was about £l0m, 


resulting in a disposal loss of 
£30m. Standard said the sale 
would free about £24m of capital 

Mr Dentoom said Mocatta had 
talked to several potential buyers, 
looking for one with a bigger bal- 
ance sheet and a significant coin- 
ing finan ce portfolio wanting to 
expand commodities operations. 
Negotiations with Rank of Nova 
Scotia, the fourth largest Cana- 
dian bank but the most interna- 
tional, had taken six months. 

Subject to regulatory approval, 
Scotia Capital Markets, the bank's 


investment division, will retain 
Mocatta's “prestigious standing” 
as one of only five members of the 
London gold “fix"; one of three 
London silver “ firing ” members; 
and one of the 15 members of the 
London Metal Exchange. 

Mr Dentoom dismissed sugges- 
tions that Mocatta might give up 
its LME ring membership. "With 
our portfolio of trade clients it is 
vital that we are ring dealing 
members,*’ he said. “About 65 per 
cent of our base metals business 
is across the ring.” 


Bank of Nova Scotia would take 
advantage of changes in LME 
rules this month that permitted 
overseas organisations directly to 
become ring dealing members- 
He recalled that Mocatta's base 
and precious metals operations 
were merged last October and 
said all parts of the business were 
“substantially profitable", but he 
would give no details. 

Larry Scott, managing director 
of Scotia Capital Markets, said 
Mocatta was “pretty much a per- 
fect fit” with the bank's existing 


Tr usts operations. All Mocatta’s 
175 employees would be offered 
contracts with the merged group, 
which would have a staff of 250. 

Mocatta's strong international 
industrial consumer base, would 
complement Scotia Capital's solid 
bullion relationships with mining 
COir panlPS , said Mr ScOtt. Combin- 
ing Scotia's presence in . North 
American base metals markets 
with Mocatta's worldwide base 
metals operations would , establish 
the new entity as a “global, full- 
service metals dealer”. 


LME zinc 
squeeze eases 


MARKETS REPORT 


By Kenneth Gooding 
and Susanna Voyfe 

The zinc squeeze on the 
London Metal Exchange 
eased again yesterday but 
analysts said it might not 
yet be over. Meanwhile, 
there was evidence of 
renewed supply tightness in 

the al uminium market. 

The premium for zinc for 
immediate delivery over 
three-month metal fell from 
$60-$70 a tonne on Tuesday 
to $10-20. Last week the pre- 
mium was more than $200. 
However, Robin Bhar. ana- 
lyst at Brandeis (Brokers), 
said; “Just because the 
spread [premium] has come 
in, does not mean it’s all 
over," Tightness of nearby 
supply was still looming in 
November and December. 

According to Alan Wil- 
liamson, analyst at Deutsche 
Morgan Grenfell, present 
stock levels justified a 
three-month zinc price of 
$l,322-$l,433 a tonne, com- 
pared with last night’s dose 
of $1,365. By the end of 
1998. however, stocks would 
be at critical levels and 
prices above $1,653 would be 
justified. 

Three-month aluminium 
prices moved up by S32 to 
$1,676 a tonne and a pre- 
mium for metal for immedi- 
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ate delivery developed, of 
$5-58 a tonne. 

Responding to calls for 
more transparency, the LME 
yesterday added more infor- 
mation to its stock reports, 
giving details of cancelled 
warrants or stock reported 
in the daily total but not 
available to the market 
because it is shortly to be 
removed bum warehouses. 

An analysis by Renters 
showed that more than 13 
per cent of tin stocks in LME 
authorised warehouses were 
not available - 1,510 tonnes 
out of 11,390 tonnes had can- 
celled warrants. 

In spite of recent allega- 
tions of manipulation of 
exchange stocks, particu- 
larly al uminium , cancelled 
warrants made up a very , 
small proportion of other 
metal stocks. 

Gold’s price neared $340 an 
ounce yesterday but profit- 
taking and selling by produc- 
ers. particularly in Austra- 
lia, cut its gains. In London 
gold closed at $337.85 an 
ounce, up $3.40. 

Coffee prices in London 
were fuelled by arbitrage 
buying and local traders cov- 
ering “short" positions - 
taken in the expectation that 
the price would fall. 

The November contract on 
Liffe ended $35 a tonne 
higher at $1,640, the highest 
since early September. 



Financial performances in the minerals industry 

Returns on shareholders' equity 
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Copper outshines minerals rivals 


By Kenneth Gooding 

Copper producers and South 
African gold mining groups 
put up the best overall finan- 
cial performances in the 
minerals industry last year. 

Silver producers and Aus- 
tralian and North American 
gold companies were the 
worst performers, according 
to the annual financial 
review of the min erals indus- 
try by the CRU International 
consultancy. 

The review assesses the 
min eral industry’s financial 
performance and sets it in a 
medium and long-term con- 
text by presenting the statis- 
tics In a way that mimics 
an annual report from one 
of the larger mining 
companies. 


In 1995 copper producers 
ranked first among the met- 
als sectors, whatever finan- 
cial criteria were used. The 
copper industry failed to 
maintain this rankin g last 
year but generally moved 
down no further than to sec- 
ond place. 

Cuts in unit production 
costs enabled copper produc- 
ers tO maintain their hi g h 
profitability even in the face 
of the sharpest price fall for 
any metal last year, one of 
22 per cent from the 1995 
leveL 

South African gold produc- 
ers had higher operating and 
pretax profit margins than 
copper producers in 1996. 
while South African plati- 
num producers bad higher 
financial returns. 


. Nevertheless, copper was 
still a better business 
to be in than the alu- 
minium, lead/zinc, nickel or 
silver sectors, while copper 
companies were also more 
profitable than diversified 
suppliers and than non- 
South African gold mining 
companies, 

CRU says lower average 
metal prices last year cut 
into profitability of both 
base and precious metals 
producers. 

Other key financial ratios 
also fell to or below their 
1994 levels. 

Although prices of base 
metals dropped more on 
average than those of pre- 
cious metals last year, pro- 
ducers of precious metal did 
“considerably worse" than 


in 1994, says CRU, while 
the performance of base 
metal producers remained 
somewhat stronger. 

“Rising costs in the pre- 
cious metal sector have 
added to falling prices and 
exacerbated the downward 
pressure on profitability. 
Nowhere is this more appar- 
ent rVitm among North Amer- 
ican and Australian gold 
producers, which last year 
slipped into a loss at the bot- 
tom line," the review adds. 

Its aggregate “profit and 
loss account" showed non- 
South African gold compa- 
nies reporting a net $lm loss 
last year compared with a 
$278m net profit in 1995 and 
a profit of $732m in 1994. 

CRU says that only nine of 
the 23 non-South African 


gold companies it monitors 
have improved their finan- 
cial performance since 1993. 

hi contrast, by maintain- 
ing Its profitability At 1995 
levels, the South African 
gold group improved its com- 
parative position last year. 

Looking at aggregate' bal- 
ance sheets, CRU says that, 
unlike the 1980s, the miner- 
als industry’s debt was kept 
under control during the 
last market downturn and, 
although the total has 
risen recently, shareholders' 
equity has increased enough 
to keep gearing under 
control 

World Minerals Industry 
Financial Review. CRU Inter- 
national. 31 Mount Pleasant, 
London WCIXOAD. England 
£850. 


FAO to 
monitor 
effects of 
El Nino 


By MaggfeUny 

The ElNlfro weather pattern 
is giving “cause for cm-- 
cam" over food supplies fa 
many Asian and Pacific Stm 
countries, according to the 
Food and Agriculture 
Or ganisatio n of the CN- - 

The FAO said it would 
closely monitor the situa- 
tion over the next Tew 
months and take preventive 
actum. 

The latest El. Nifib^ - a . 
periodic warming of the _ 
tropical Pacific Ocean by- a 
few degrees that reverber- 
ates globally — has been 
developing since Maid. - 

The anomaly occurs. eves y 
two to seven years; hut the., 
c uv rg u t occurrence is widely 
predicted to he • one of fbe 
most intense this century, 
with the most serious effects 
expected over the next few 
months. 

Worst affected is North 
Korea, where two years of 
food shortages have been 
followed by prolonged: 
drought between June and 
August Difficulties fa plant-, 
ing will .also affect next 
year’s crop. . 

The FAO said that “even, 
under the most optimistic 
scenario", domestic cereal 
production would “cover, 
less than half the country's ; 
minimum food needs" . mid 
economic difficulties would - 

limi t imports. 

In Papua New Guinea, the 
report found, the most sert 
ous drought far 50 years had 
led to a state of emergency^ 
being declared over food, 
shortages. Large numbers of 
highlanders were deserting 
villages fa search of food. 

Indonesia had experienced 
its worst drought for half a 
century, the FAO said, with 
forest fires. exacerbating the 
water shortage. 

Mongolia is predicted to 
need emergency food assis- 
tance, while flooding in 
Burma could cause localised 
food shortages. 
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base METALS 

LONDON METAL EXCHANGE 

[Prteoa (ram Amalgamated Motel Trading) 

■ ALUMINIUM, 88.7 PURITY (S per tonne) 



Cwh 

3 rattn 

Ckraa 

1681^-23 

1673.5-4.0 

Pravkxo 

1638^-39.5 

1641.5-42^ 

High/tow 


1B77/1846 

AM Official 

1B66-7 

1862-3 

Kerb close 


1675-6 

Open inL 

252.611 


ToW daBy tumouar 

111366 


■ ALUMINIUM ALLOY (S per tonno) 

Ckwo 

1453-8 

1483-5 

Previous 

1425-90 

1455-57 

Highflow 

1440 

1485/1472 

AM Official 

1440-15 

1470-72 

Kmb dose 


1480-90 

Open biL 

SJ366 


Total driy Omovar 

503 


■ LEAD (S perform) 


Ckraa 

B42-4 

648-50 

Previous 

640.5-41-5 

645-46 

High/low 

644 

650/643 

AM Official 

644-4.5 

648-8J> 

Kerb dose 


B47-8 

Open inL 

31.423 


Total Oaty turnover 

11^85 


■ NICKB. (S per temri 


Close 

6785-95 

6890-95 

Previous 

6770-80 

5860-70 

High/tow 


6830/6845 

AM Official 

6780-60 

6885-95 

Kerb dose 


8925-30 

Open inL 

52.014 


Total daBy uarovar 

23.472 


■ TW {S per tonne) 




Precious Metals continued 

■ GOLD COMEX (100 Tray or; t/troy ocQ 

Sett Dare Opaa 

pda dongs Iflgb hi M U 
Oct 3333 -0.7 3310 3310 1,112 838 

Ho* 3345 -05 3365 3365 

Dec 336.1 -0.8 342.1 3350 107.1k 98376 

Ml 337.4 -05 3425 3375 8542 19.732 

Apr 3395 -05 3445 340.0 484 5,776 

Jm 3415 -05 345.7 342.7 932 9,528 

Total 118512182584 

■ PLATINUM NYMEX (50 Troy S/troy ogj 

Oct 430.1 -2.4 433.5 4285 2558 1,779 

Jn 4285 -ZB 4335 4262 3585 11, 423 

Apr 421.1 -25 4335 4220 9 734 

Jm 417.1 -20 - - - 3 

Total 02S2 13339 

■ PALLADIUM NYMEX (100 Tray oz^ Wray mj 

Doc 192.70 -120 19350 191.00 297 3573 

mm 188.70 -120 - - - 14 338 

Jnn 18820 -120 18250 19250 - 108 

TOW 297 3519 

■ SILVER COMEX f5QQQ Trey or; Centa/troy ozj 

Oct 5142 -45 5255 5200 32 15 

Boy 5167 -45 

Dec 5185 -4.7 5250 5145 40599 68591 

Jaa 5195 -45 5275 5215 - 21 


GRAINS AND OIL SEEDS SOFTS 


■ WHEAT LIFFE (100 tonnes £ pw tonne) 

Salt Dare Opaa 

price dongs Mgb Lev VM Irt 

Nbv 8615 -020 8655 8650 290 2,702 

Jan 6800 -025 8850 8756 47 2571 

Mar 90.00 -025 90.75 B9./5 399 2525 

■Mr 9200 -025 82.75 32.10 195 1556 

Jet 8400 -025 94.40 94.40 10 141 

Total Ml 9595 

■ WHEAT CBT ROOOtiu min; certsBOtb bushel) 
DOC 350.75 -35 35675 35050 14534 62428 


COCOA LIFFE (ID tonnes; Eftonne) 

Sett Dare Opao 

price change Mb* Lear Vol irt 
K 1128 -1 1135 1128 1520 47,700 

■r 1148 -1 1155 1147 695 52110 

St 1183 -1 1169 1181 242 21142 

I 1178 - 1182 1181 63 9555 

V 1194 4-1 1202 1197 52 13554 

ic 1205 -t-2 1211 1205 19 15558 

tai 2540177,777 

COCOA CSCE (10 tonnes; Srtormes) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40 JOOIbs; centartbs) 

Sett Dtata Open 

Price dongc ffigU law Vol tat 

Oct 66575-1.125 68050 66525 1469 17586 
Dec 66250-0550 67550 66J050 8508 39547 
Feb 69075-6775 70275 69050 2699 16100 
Ap 72475 -6475 73275 72400 1578 16498 
JM 89.475-0300 70075 B9L400 683 8530 

Aug 59.000-0500 69.750 89000 60S 2287 

Total 16482 93562 

■ LEAN HOGS CME (40,000*»: centa/Sra) 


Mar 

36525 

-35 36950 36590 

3201 23830 

Dec 

1678 

-1 

1689 

1667 5.770 41.450 

Del 

67575 -02S 68500 67.4® 5584 

0938 

■W 

37Z75 

-35 376.75 37375 

456 5148 

•tar 

17D6 

-5 

1719 

1699 3109 24y*61 

Dee 

63250-0.175 63550 631® 6.942 

13268 

Jrt 

37450 

-35 301.00 37400 

1J41 11.062 

Rtay 

1727 

-4 

1733 

1725 

274 11563 

Feb 

63425-0075 62®0 631® 1530 

4551 


378.00 

-2 38300 300.00 

35 SB 

Jul 

1747 

-3 

1750 

1742 

34 3552 

«pr 

59.000-0025 59525 58500 314 

1586 

Dec 

38050 

-U 38300 38350 

M 2,794 

Sep 

1765 

-2 

1765 

17® 

1 4510 

Jen 

65575 -Ol® 66050 6S52S 191 

14S 

Total 



ia£21 107^45 

Dee 

1778 

-0 

1783 

1783 

200 651 B 

M 

64500 +0025 64575 64.1® 103 

817 

■ MAIZE CBT (5,000 bu min; «nts/5fflb bushel) 

Total 





3387103224 

Total 

14505 

31549 


Her 

5245 

-OO 

5305 

521.0 

1,529 14,174 

Nov 

8080 

- 8050 

8050 

May 

528.4 

-5.0 

5X.D 

5285 

303 3368 

Jm 

row 

- 8375 

IP-9S 

Total 





425® 655® 

Mar 

84.00 

- 8450 

8450 







May 

8525 

- 

- 


ENERGY 

■ CRUDE OIL NYMEX (1.000 barrels. S/barral} 


■ Close 
Previous 
High/low 
AM Official 
Kerb dose 
Open inL 


5825-35 567D-80 

5835-40 5875-80 

5730/5620 
5605-10 5650-55 

5710-30 

16450 


Latest Day's 
price dtaaga flgh 
21.14 -604 2103 
2109 -603 2128 
21.02 -082 21.10 
2694 -601 2008 
2006 -601 2696 
2675 -005 26 BO 


Opaa 

Law W M 

21.01 56258 1019k 
2008 36223 78,464 
3684 15521 41,033 
2687 11.117 26405 
2672 2041 12,783 
2665 1572 10,444 
147582425080 


Total da9y turnover 7,000 
■ ZMC, special Ngh grade (S par tonne) 


Close 

1360-62 

1352-3 

Previous 

1435-38 

1357-58 

HlgMow 

1355/1348 

1375/1330 

AM Official 

1355-56 

133545 

Kerb ckraa 


1359-60 

Open InL 

83784 


Total da3y turnover 

70531 


■ COPPER, grade A (5 per tome) 

Close 

2092-3 

2116-7 

Previous 

2133-34 

2153-54 

Hqh/low 

2100/2099 

2138/2110 

AM Official 

2009-100 

21234 

Kerb ckraa 


2119-20 

Open InL 

149.796 


Total daily turnover 

75,372 


■ LME AM Official E/S rate: 1.01S3 


M CRUDE Ott. IPE (5/barrel) 

Latest bfi Open 

price diaago Mgti Low W lat 

■w 19.88 -031 1905 1675 13540 64050 

Doc 19.88 -603 1903 19.76 7534 38.720 

Jaa 1905 +6(B 1957 19.74 2518 26549 


Doc 25525 -1.5 259.3 255.75 <0543199511 
Mar 26525 -15 26600 254.75 6,171 64533 

Hay 27050 -1 27325 27050 1514 16226 

M 27450 -175 27750 27175 2578 28,128 

Sap 27600 -125 27150 27600 55 2594 

DOC 26675 -225 27225 26650 1,196 17,919 

Total ED50S 329579 

■ BARLEY UFFE POO tonnes; E par tonne) 

Nov 8050 - 8650 8650 10 1575 

Jm 8225 - 8275 8225 20 841 

Mar 84.00 - 8450 8450 - 340 

May 8525 23 

Total 18 2258 

■ SOYABEANS COT f5.OQ0tau nta; cbbWMI) WW 

Bov 82050 -1 62550 62050 31523 99209 

Jaa 62350 -225 629.00 823.00 5,340 29.148 

Mar 62625 -4.75 63450 62850 2238 12498 

May 83750 -425 64250 63750 2438 12298 

M 64125 -5.75 64950 64250 2962 10580 

Aug 64250 -15 64600 64600 197 340 

TOM 46498188286 

■ SOYABEAN OIL CBT (SQ.OOQtbs: QWts/lP) 

Oct 2141 -0.19 23.70 2359 3,153 4201 

Dae 2176 -611 2450 2173 12550 51630 

Joe 2355 -0.1 24.10 2184 2722 16269 

Mar 24.14 -0.08 2453 24.12 2236 9538 

May 2427 -0.05 2455 2420 863 7.174 

JM 2454 -am 24.40 2450 1504 5,479 

Total 23557 100,171 

■ SOYABEAN MEAL CBT (100 tons; S/ton] 


■ COCOA QCCO) (SDR-sAonne) 

Sep 30 Price Pnnr. day 

DsOy rVa 130556 

M OOPFEE LIFFE (5 tonnes: S/tonne) 

Nov 1640 +35 1540 1580 2360 17598 

Jm 1655 +38 1655 1810 2184 10.156 

Mar 1683 +41 1660 1611 762 5,167 

Hay 1675 +43 1670 1627 280 754 

JDl 1685 +43 - - - 302 

Sop 1690 +43 - - - 187 

Total 558B 34274 

■ COFFg tr CSCE (37,5001»; cents/lbs) 

Dec 1G255 -0.15 164.80 16125 4564 12358 

Mar 15150 +050 15325 15050 1544 6,760 

Hay 14650 +0.40 14850 14050 371 2006 

Jal 14120 -0.10 14250 14075 305 2054 

Sap 13620 -0.10 136.00 136.00 21 511 

Dec 13120 -0.10 13203 13150 25 365 

Total 651 B 24554 

■ COFFEE (ICQ) (US cents/pound) 

Sap 38 Pre«. day 

Comp, dafiy 12553 12152 

15 day snaps — 12952 13000 

■ WHITE SUGAR UFFE (50 tonnes; S/tonne] 


■ PORK BHJJES CME (40JQ0t»; centsAba) 
Fail 62425-1.100 64500 62200 2201 5,786 


63425 -MOO 64000 63300 3201 

5.786 

62500-0525 037® 632® 

86 

526 

65500 +0.100 65000 64825 

41 

131 

645® -15® 65.6® 648® 

20 

103 

63575 - 65.000 63575 

2 

2248 

12 

6J577 



■^tWfSVT-- 


asp 

eccksii* 


ll-r Y" rf-n 


Feb 

19.74 

1074 

10® 

315 10155 

Oct 

205.4 

_ 

206.6 

2047 

7545 15565 

Mar 

1950 

1957 

1956 

420 4589 

Dec 

197.7 

+0.7 

1985 

1965 15581 4 5571 

Mr 

1950 -O® 

19.52 

19.50 

97 2511 

Jaa 

1955 

-07 

197.1 

185.1 

3584 14562 

TUN 




n/a n/a 

Mar 

1935 

-0.4 

133.6 

1931 

3832 13535 

■ HEATING OIL WMEX (42500 US crtJS BaBU 

■tay 

191.4 

-09 

mo 

1915 

1,498 14.795 






jdi 

1935 

-15 

1953 

1935 

1523 6511 


Latest Dare 



Open 

Total 





92532 11419 


Dac 

301.7 

+32 

3030 

2985 1.114 

9,031 

Iter 

3085 

+09 

309.2 

307.0 

8Z7 15551 

Hay 

3145 

+05 

3145 

313.1 

204 

3,119 

tag 

3175 

+04 

3175 

317.1 

S3 

1,773 

Oct 

31 4 A 

-02 

3155 

3144 

157 

2581 

Dec 

3104 

-05 

- 

- 

- 

134 

Total 





- 



LME Poring E/S ratec 15135 

Spot 15147 3 rtc 1 SOM 6 etas 15038 9 rts 159B0 

■ HMH GRADE COPPER (COMEX) 


prim manga Mgb 

Hoy 58.45 -032 5855 58JH 24,733 47506 

Dec 5920 -OAO 5070 58.90 9509 29212 

Jan 5955 -050 5025 5950 3225 21290 

FOb 6010 -023 6020 5090 1 51B 12557 

Mar 5920 -025 5060 59.10 816 8551 

Apr 5750 -035 57.70 5750 420 4598 

Total 62.188147,434 

■ GAS on. IPE Sftwne) 

Sett Day^ Opm 

price change Ugh Low VM M 

Del 17125 -£50 179.00 177.00 0476 21,189 

Bar 178.75 -250 18075 178.75 6,468 22558 

OK 10150 -200 18200 18050 1525 16577 

Jm 1B3JH -150 18125 16200 1521 13211 

Feb 18150 -12 18150 18275 605 7505 

Mar 181.00 -150 18055 18025 104 4519 

Total 16512 94,127 

■ NATURAL GAS PE (1,000 Bang yeaa Ptt llwaj 

Bw 11150 -0120 11280 11150 ffi 1,160 

Ok 15.800 -0090 IS. BSD 15500 30 1,205 

Total SO 10570 

■ NATURAL GAS IfftB (10500 treSfe; StarttaL] 

Late* Dare Opaa 

Pries manga Hgh low VM tat 

Hw 3.115+0033 1230 3560 40209 52.792 

Oh 1190+0.034 ISO 1130 11579 31 J54 

Jm 1135+0015 3310 1090 6,913 27,768 

F4b 2500 +0026 2850 2760 2721 18.724 

Ms 2560 +0.036 2590 2530 1,319 12640 

Apr 2340+0025 2385 2320 518 7585 


Low M H 

5850 24,733 47508 
5190 9509 29212 
5950 3525 21590 
5090 151B 12557 
59.10 816 8551 

5750 420 4598 

S2.186147.434 



Sett 

Dare 




Opea 


price 

eiiaage 

ug& 

Low 

Vat 

tat 

Del 

9550 

-055 

95.40 

04® 

515 

3501 

tot 

96.00 

-0.45 

9650 

95.40 

244 

1302 

Dee 

90® 

-0.40 

9750 

9550 175® 26504 

Jaa 

9070 

-030 

B6.7Q 

9B.60 

39 

1581 

Kb 

96.70 

-050 

9650 

96.40 

47 

1572 

Urn 

9070 

-030 

9650 

06.® 

1® 

<345 

Trial 





18340 40B63 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Rices auppSed by N M Rothsctiit^ 


GofdfTtay oz) 5 price £ equfv SFr equ/v 

Close 3355053650 

Opening 3347M35J0 

Momkig fix 33&B0 208508 487.518 

Afternoon fix 337.15 208389 491.059 

Day's High 33950-34000 

Day's L»r 33*5053450 

Previous dose 33280-33350 

Looo Ldn Mean GoM LemttmB Retea (tfa US$) 

1 month 359 fl menttw 35 4 

2 (norths 358 12marBha 358 

3 (norths 35* 


■ POTATOES UFFE (20 tonnes: £ per tonne) 


■n 

65.0 

- - - 

- 

7 

Her 

795 

-15 

- 

- 

Apr 

995 

-15 1035 965 

62 

15® 

Hay 

1140 

-15 

- 

22 

Jon 

Total 

1240 

—18 

S 

1537 


' (BlFFEX) UFFE (SKKndex port) 


Oct 

1387 

+7 

13® 

1370 

116 

1,0® 

Nov 

1475 

-5 

1485 

14® 

57 

259 

Dec 

1485 

_ 

_ 

_ 

_ 

_ 

Jaa 

1490 

-5 

15® 

1454 

26 

511 

Apr 

1505 

+5 

- 

- 

1 

1® 

Total 

Son 

Pra* 



199 

2372 

BR 

1281 

nta 






Vol tat 
40509 52.792 
1 11,079 31554 
6,913 27,768 
2721 18.724 
1519 12640 
518 7505 
6M13229512 


■ UNLEADED GASOLINE 
HYMEX I4100Q US gate; BUS pate.) 


Starer Fix 

Spat 

3 months 
6 months 
1 year 
Grid Cotas 
Krugerrand 
Maple Leaf 
New Sovereign 


nltroy az. US as equfv. 
32055 S1850 

324.55 522.50 

328.40 528.78 

336.60 63650 

S price £ etxtfv. 

320-322 196-200 



lata* 

Dare 



OpH 


Price doaga Mgb 

Lew 

Vri M 

Rov 

m.is 

-051 

61® 

5050 17541 42553 

Dec 

®35 

-056 

mm 

5015 

6325 16.161 

Jm 

®® 

-014 

5070 

5020 

23® 16,165 

Fab 

6025 

- 

6025 

6015 

1j403 4825 

Mr 

9050 

- 

GO® 

80® 

531 8317 

*W 

6330 

+051 

M«l 

63.10 

381 3392 

Trial 
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PULP AND PAPER 

■ PULPEX OMLX (SB; 24 air dry tom) 

SMI Dare Opm 

pica change Hgh Low VM tat 
Dae 609.00 +2X0 61000 68425 86 210 

Mar B2435 -330 526.75 «425 35 192 

Total 148 349 

FUTURES DATA 

AS Mums tbits st&ptod by CMS. 


Minor metals from Metal emm&i 
Etxopean free market 5 per b ki ware- 
house. urtess otterwtea stated Qaat week's 
In brackets, where changed). Antimony: 
99-65%. s per tome. 1.880-1,920 (1580- 
1 .340) .Bismuth: min. 9099%. tonne Iota 
350-350. Cadmtara: mki 9095%, cents a 
pound, 4000-5000. Crime MB five mar- 
ket mh. 995%. 2180-2450 (2450-26.00); 
■ten. 895%. 20.00-20.60 (19.80-20.60). 
Menrary: mfn. 9959%. S per 78 fc ffatsk 
140-150. MriybdpnHin: drummed molyb- 
dle oxide, 455-4.40. Selenium: mfei 
99.5%, 2.00-350 (1 .90-2.90). Ttangeten 
or* mm 65%. 5 per tonne. OF, 40-45. 


■ SUGAR 11* CSCE (1 125008m; cents/lte) 

Mar 11.69 +013 11.71 115911512 95597 
May 11 Jfi +008 11.77 11.71 1.734 24,320 

Jrd 1158 +0.05 1158 11.54 1.1K 12029 

Oct 1156 +006 11,58 11.55 432 14571 

Mar 11.51 +005 11^3 11.49 25 1326 

Hay 11.0 +005 11.44 11.44 10 199 

Total 21577 180319 

■ COTTON NYCE (5C.0Q0a>s; centsAbs) 

Oct B855 -055 6080 68.85 46 63 

DSC 71^4 +009 71J5 71A521B91 51^19 

Mar 7110 -006 7325 7105 4,226 15301 

May 73^5 -003 7392 7171 2,406 7542 

JO 7450 -007 7455 7450 1,798 6,708 

ON 7100 - 7520 75.00 164 69G 

Total 3Z3N 90,448 

■ ORANGE JUICE NYCE (llOOUbs; cente/tta) 

Hav 71 JO -020 72J0 71.10 2J7G 18J36 

Jan 7450 -OlO 75.40 74.10 935 idjTO 

Mar 7750 +015 7B55 77.10 473 7,015 

May 80.65 +015 8075 00.00 14 1^21 

M BITS +015 8125 8355 21 713 

Sap 85.15 +0.15 - - 274 

Total 1848 38J85 


VOLUME DATA 

Open interest and Volume data shown tar 
con t ract s traded an COMEX. NYMEX. CBT. 
NYCE CME CSCE and IPE Crude OB me 
one day In arrears. Vbfaxne & Open Interest 
totals are far afl traded m onth s . 

INDICES 

■ Renters (Baser. 18/8/31 ■ 100) 


LONDON TRADED OPTIONS 

SMca price S tonne — Cafla — — Pate — 
M ALUMINIUM 

(99.7%) LME Oct Jan Oct Jan 

1500 85 79 20 56 

1600 37 56 « 81 

1700 19 38 73 112 

■ COPPER 

(Grade A) LME Oct Jan Oct Jan 

2000 89 127 40 74 

2100 62 101 63 86 

2200 41 60 91 125 

■ COFFEE UFFE New Jan Now Jan 

rVa 

rVa 

n/a 

■ COCOA UFFE Dec Mar Dec Mar 

n/a 

n/a 

n/a — 

■ BRENT CRUDE 

IPE Nov Dec Nov Dee 

1900 103 - 11 33 

1950 62 84 26 

2000 35 62 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) +or- 

Dubai Sl8.61-B.06w -0.145 

Brent Blend Idated) S19-92-194 +0045 

Brant Stand (Nov) $1950-9.82 -0.075 

W.T.L S21.14-1.15w -0.105 

■ CML PRODUCTS IMEpnmpt de&rery OF (bane) 


CROSSWORD 

No.9,495 Set by ADAMANT 





• * * 


Oct 1 Sep 30 month ago 

1882.6 1690J 19270 

W CRB Futures (Base: 1987= 100) 
Sep 30 SeptS montti ago 
243JK 24149 

■ OSCt Spat (Base 1970 - 100) 
Sep SO Sep 20 month ago 
201.73 202.01 195.77 


year ago 

1900.7 


Premium GasoSne 

S2O1-203 

-2 

Gaa CM 

S180-162 

-23 

Heavy Fuel OB 

$94-96 


Naphtha 

S2Q0-201 


Jet fuel 

SI 95-197 

-2.5 

Otasel 

SI 88- 191 

-3 

■ NATURAL GAS (Pence/thom) 


Barton (Nov) 

13.15-1323 

-0.06 

Pmrotouv Aigus. TuL London (pi 77) 359 8/37 

■ OTHER 



Grid (per troy oz)£ 

$336.05 

+3JX) 

Silver (per troy oz)$ 

51R00c 

-650 

Ptariruan (per tray at) 

$43330 

-1.25 

Patetfcjm (per troy at) 

5192.00 

-e.ro 

Copper 

lOOOc 


Lead (US prod,) 

45.00c 


Tta (Kuala Lumpur) 

18.1&- 


Tin (New Yorty 

2BR5 

+15 

Cattle (five weight} 

9533p 

-153* 

Sheep (Kw weigh!) 

106.32p 

-038* 

Pigs (Bve weightff 

8136p 

-158* 

Lon. day sugar (raw) 

526930 

+2.40 

Lopl day sugar (wu) 

S301JXJ 

-1.00 

Bart ay (Eng. feed) . 

Unq 


Mates (US Ho3 Yeflow) 

n 03.M 


Wheat (US Dwk North) 

Uiq 


Rubber (QctflF 

56.50p 


Rubber (Nov^f 

5BJS0p 


Rubber (KLRSSNol) 

277.02. 

+65 -. 


LME WAKEHOUM STOCKS (taawHri 


AkjmWutri 

-376 

to 

721300 

AkanMum adoy 

-60 

to 

60300 

Copper 

+3,700 

to 

332300 

Lead 

-326 

n 

121,1® 

Mckel 

+1® 

to 

60340 

Zinc 

+32® 

to 

438A25 

Tin 

+30 

to 

11390 


Coconut 03 (RhdO§ 

Ratal OB (Matay.)§ 

Copra (Phil)§ 

Soye b a o ns (US) 

Cotton OuBOok-A’ Index 
WoeKops (Ms Super) 

£ par anna irtM cm— a n 
r rna«flv. m Udayam canad 
NovTfLenctai Rqgice. 5 OF 1 
cam ' Ctanga m nMk. IBi 


67D.Oy 

550JJz 

S420.cc: 

211 j 0 

7 & 50 c 

«37p 

•d-PP+rtceAg-coanlarb. 
>. y SeptaeL z Octmw. w 
oomam. A Binon mabat 

(d on 1A0S haas of ftp 


ACROSS 

1 Hears about Sofia perhaps 
providing money for the 
venture (5,75 

10 Hide article about tragedy? 
On the contrary (7) 

11 Players accept a new Input 
before a game (7) 

12 See about doctor going 
back on forced marches (5) 

13 Help to protect store dam- . 

aged by a rock from the 
sky (8) ... 

15 After this time, the French 
play about with love (10) 

16 Some say that Dido, lover 
of Aeneas, was one who - 
engendered warship (4) 

18 Currency note<4) 

20 Charge the diplomats a - 
pound at the start (10). 

22 Carls round" the obstruc- 
tions (8) - ' ; 

24 Good method af travel for 
finding a holy object (5> 

26 Hare; for example, could be 
out of humour, we hear (7) 

27 Adding up the jag ilia ’ 
bone man’s business (7) . 

28 Warrant to' fare Britan nia 
maybe? (5,7) 


DOWN ■- 

2 Chief hunk swallowed the 
publicity (7) 

3 Makes another mess of 
scattering her remains (8) 

4 Complain about the pair 
coming up (4) 


5 Quiet tme? I, for example, 
am the one out in. front V 
(4S) " 

. 6 Cam: for example, come up . 
with cdonrfi)' . 

7 Caught the girl with a tHo- - 

- tfonary Cft ■' , -J- - . V , 

a Show a group of traders . . 
how ■ to manipulate .the 
exchange' -mechanism? ■" 
(4A6) •••• • •:•••. •: 

■ . 9 Father extended stages of - 
race to get the insect &4r4!)r 

14 Running together for seen- : 

' rity {10) 

17 Issue from anearth dug-out . . . 

' ( 8 ) - . . . 

19 Stock holder ; 

21- Dream ig) leading intern^- .. " 

:. ttonal pafodiefa withnanK-: 
that is in drailatkaj (7? 

.23 Put up with.- year being . , 
uneven (5) 

25 Cut ‘for hoqiital,, and the 
rest befiwdiand (4) * ... 

• Solution 


nnnDHHDHmmiia 

□ □ □ n □ □ k a 
□cBoaianH a^niDmciQ 
HraHmnam'n 
ramnaa oranisnaoB 
a a ui □ a a □ 
□□aasoanas nosH 
t\ a □ a 0 u 
onaa □anatjaasao 

□ a □ n a a a 
noBiiQBiEH aanraa 
uasnonan 
aaannaa anaBiinn 

□ □aranaoB 
_ aaaaaaanianratD 
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LONDON STOCK EXCHANGE 


Demand for shares drives Footsie above 5,300 


MARKET REPORT 


By 5teve Thompson, 

UK Stock Market Editor 

Just when the equity market's 
monetary union feeding frenzy 
looked like subsiding. London's 
equity market was sent spiralling 
to new peaks. Strong perfor- 
mances from BT and Cable & 
Wireless were the main cause but 
so was another powerful showing 
by gilts. 

The two telecom shares shot up 
in the wake of news feat World- 
Com, the US telecoms group, had 
trumped BTs controversial offer 
for MCI, forcing the UK company 
to shift its acquisition focus. 


The market's gaze instantly 
alighted on Cable & Wireless. 
Between them, fee performances 
of BT and C&W were responsible 
for almost 20 points of the FTSE 
100 index's closing gain. 

With further takeover fever 
emerging in the rest of the 
telecoms/cable arena, the story 
was responsible for a large part 
of the move to new records in all 
fee leading indices. 

There were substantial rises 
for Vodafone, long viewed as a 
potential takeover target, and 
Securicor, where BT has long 
coveted the group's minority 
stake in Cellnet, the mobile 
phones group. 

There was also a scintillating 


stock market debut for Northern 
Rock, which kicked off its career 
at 47t)p, well ahead of the most 
optimistic forecasts, after some 
aggressive bidding for stock by 
fee big institutions at the first of 
the auctions held by ABN Amro 
Hoare Govett 

With Northern's debut provid- 
ing farther impetus for the bank- 
ing sector, the FTSE 100 
launched a determined and ulti- 
mately successful attack on the 
5.300 level, eventually settling 
7JL9 higher at 5.317.1, easily a 
new dosing record. 

After a strong opening on Wall 
Street, it touched an intra-day 
peak of 5,293.2. The Dow Jones 
Industrial Average was up mare 


than 60 points shortly before Lon- 
don dosed, responding to encour- 
aging economic news, notably a 
weaker-than-expected purchasing 
managers’ survey. 

The FTSE 250 was left for dead 
by the pace of Footsie's latest 
advance, managfr i g ' o nly a mod- 
est 9.5 gain at 4,833.4, a new dos- 
ing peak. At its best, that index 
hit 4£39.6. The FTSE SmallCap 
rose 8L5 to 2&&5. 

The FTSE All-Share index was 
lifted 27.3 to a record close of 
2,48239, after an intra-day peak 
Of 2,48335. 

Volume in equities was sub- 
stantially boosted by the massive 
turnover in Northern Rods, after 
the auction activity, and BT, 


after fee MCI news. By 6pm. 
some t9hn shares had changed 
bands in fee market, with non- 
FTSE 100 stocks accounting for 
55 per cent of the total Northern 
Rock and' Shell between them 
accounted for 32 per cent of the 
overall total 

Shell's move to restructure its 
E u ropean petrol retailing bud* 
ness, involvin g the loss of 3,000 
jobs and a return to petrol price 
“wars", saw its sha res m ove 
towards fee top of the FTSE 100 
performance table. 

But its rise hit fee big super- 
market stocks which have only 
just recovere d from" the last out- 
break of price cutting in petrol 
retailing. 


FTSE AB-Sftare fade* 




■• yMi i - • - 

. - -v ■ V’ j ^ - - ' '• 

Indices and ratios 

FHSslOO "5317.1 +72.9 

FTSE 250 4S39A . +93 

FTSE 350 Z5453 +Z93 

FTSE AR-Share 248230 42737 

FTSE AH-Share yak* 3.14 3.17 

Best performing sectors 

1 Tetecomrouracattons -*€.4 

2 Uffltfes ; L-J_.+23 

3 Becironic& Beet +2.6 

4 Oit Integrated — +23 

5 Mineral E xtrac tion +2.0 


. lYntswr fiy 

totrarmarWSusW 
1200' 


vmm 


T 


FT 30 . 

FTSE Non-Fins p/e . 20.W .. .20*6 

FTSE 100 Fut Dec 1. 53863 ll^SSD. 
10 yr Grtt yfeW- ■ SjO'-jgM 

Long gflt/equity yid ratio 2.07. 

went perfiomtofl 

1 Retaflers; Food J 

2 Engineering: Vehtotos 

3 Paper: Pkg & Printing — . — — -*414 

4 Divef^fiod Inds 

5 Breweries: Pubs 


MCI news 

boosts 

telecoms 


By Joel KBbaao, Peter John 
and Martin Brice 

British Telecommunications 
was the main talking point 
of the day as the market 
digested the news that its 
revised bid for America's 
MCI Communications had 
been trumped by a rival 
$30bn offer from WorldCom 
of the US. 

The mid-morning confir- 
mation of the alternative 
offer triggered a buying 
spree in the stock which 
resulted in several backwar- 
dations fa situation when 
the bid and offer price are 
temporarily reversed on fee 
trading screen). 

Dealers said it was tbe 
“relief" factor feat had led to 
the buying, with many 
investors said to believe BT 
is unlikely to top tbe World- 
Com offer and will, in fact, 
benefit from the rival bid 
because it has a 20 per cent 
stake in MCI. 

The shares soared in hec- 
tic trading and. at the day's 
peak, hit 445 Vip, before com- 
ing off the top to close 32V4 
ahead at 442p, the best per- 
former in the FTSE 100. 
Turnover of 155m also made 
it the most heavily traded 
Footsie stock of the session. 

Jim McCafferty. at ABN 
Amro Hoare Govett, said: 
“The market appears 
enthused that fee MCI deal 
will not proceed. On that 


basis earnings estimates will 
be revised upwards." 

Another broker said sim- 
ply: "I know there are con- 
cerns about BTs global 
strategy if it does not pro- 
ceed with the MCI deal but 
frankly there are other com- 
panies it can do a deal with.” 

There was speculation late 
in tbe session t.hat BT ma y 
use the proceeds from the 
sale of its MCI holding for a 
share buy-back. 

The higher-than-expected 
valuation placed on MCI by 
its US bidder helped boost 
other telecom-related stocks. 
Cable & Wireless, a weak 
feature of late, gained 33 to 
560’Ap in turnover of 10m, 
while C&W Communications 
appreciated li to 240p. Colt 
Telecom Group rose 36 to 
506V*p. 

Northern Rock continued 
fee trend of strong debuts in 
the banking sector with the 
shares trading above 470p, a 
strong premium to the best 
forecasts. 

Financial bookmakers bad 
indicated an opening price of 
around 430p while some mar - 
ketmakers bad suggested fee 
stock could trade in the 
region of 450p. 

But the close at 463p sur- 
prised most hanirmg special- 
ists and delighted tbe 400,000 
individual shareholders who, 
between them, sold 43 per 
cent of the stock and reaped 
£860 m. Volume dominated 
fee overall turnover as 208m 
shares changed hands. 

A European roadshow 
hosted by Merrill has 
prompted continental baying 
for Abbey National. The 
bank gained 22 to 976 V^p as 
three days of talks to invest- 
ment institutions bore fruit 


Big restructuring at Shell 
Transport gave fee stock a 
strong boost as sector spe- 
cialists calculated the poten- 
tial benefit to fee bottom 
\ine. 

News about tbe European 
reorganisation follows a visit 
by US and 'European ana- 
lysts to the company’s 
operations in Thailand, Mal- 
aysia and Singapore. 

NatWest Securities said 
the European downstream 
restructuring will reduce tbe 
staff by 15 per cent and cut 
the cast per litre of oQ by 45 
per cent to save around Slbn 
a year. 

The broker said: “Royal 
Dutch and Shell Transport 
remain 15-20 per cent under- 
valued on both an earnings 
and cashflow basis against 
other major oil stocks.” 

On the other hand, the 
moves Introduce the possi- 
bility of a price war at the 
pumps. Consequently, while 


shares in Shell Transport 
responded to the restructur- 
ing news with a rise of 23 to 
47ffi4p, BP fell back in early 
trading and closed only a 
penny higher at 936Vip. 

BAe recovered from its 
recent weakness, prompted 
by the Airbus crash in 
Indonesia and the issue of 
fee nurses facing murder 
charges in Saudi Arabia. The 
shares gained 31% to £16.95. 

A broker recommendation 
helped Thames Water 
improve 11 to 884p following 
an analysts' visit to the com- 
pany's water treatment proj- 
ect in Turkey. Panmure Gor- 
don spoke to the company 
ahead of the close season 
and came away wife fee 
view that the shares were 
worth almost £10.00. 

Also, there is a strong 
rumour that G€n&rale des 
Eaux of France has 
approached Thames with an 
offer of £4D0m for its interna- 


FT 30 INDEX 

Oct 1 Sop 30 Sop 29 Sap 26 Sep 25 Yr ago High "Low 

FT 30 3395.1 3370.5 3363£ 33742 3276.5 2865.8 3395.1 2658. B 

Ord. ctv. yfcrid 3.33 355 3.35 3.34 3.45 355 422 3.33 

P/E ratio mt 22.11 21 SB 21-94 21.99 21.31 17.46 22.11 15.80 

P/E ratio nfl 21.81 21.66 21.84 21.69 2102 17.30 2UT1 15.71 

FT 30 Mnca C o rn pto M u i c Ntf 3395.1 01/1097; low 494 2B/D6MO Bn Oar 1/7 OL 

FT 30 hoarty cha nge * 

Opm fljQO lOOO 1-IJO 12JX7 13J0 14JOO 1&00 IMP Mflti Low 
3366.6 33739 3367.7 338115 3368.1 33838 3388 J9 33879 33942 3398-0 336 6 .6 
OQ 1 Sep 30 Sap 29 Sap 28 Sep 25 Yr ago 

SEAQ bargains 62.769 53,104 81/404 61,685 39.857 44,742 

Equity turnover (Bmft - NA NA 3430.1 28332 2067.0 

Equity baigain&t - NA NA 56,407 40219 44,185 

Shares traded (rntyt - NA NA 1031b 902-3 678.4 

tE wJ udfcig Mre-martM and ovamna twnovar but ncfcidng Crest turnover, 
e FTSE Wa n— and LJmflad 1897. AI rights reaoniad. 'For 1997. 


■ London narfcet data 

Rfsws and tafia" 52 Week highs and lows UFPE Equity op tions 

Total Rbes 1,124 Total Highs 358 Total contracts 53,006 
Total PaBg 500 Total Lows 44 Calls 22,739 

Sane 1,441 Puts 30,267 

Octl “Data based on Equity shares fated on Ihe London Share Service. 


SALE OF 99, 83% OF THE COMMON STOCK OF 
BANCO LA CA JA OBRERA 
Montevideo - Uruguay 

INTERNATIONAL INVITATION 

The Corporation National para el Desanoilo ( National Corporation 


I [»:■ ■;=4 T /sl [•! »ltll-illw I- 1 1 «;l|+||i*rsBBj|fc1tifcl ■•[£]■ III IT, -v. 


( Bank of the Republic of Uruguay ) (the Shareholders*) own 99, 83% 
of the common stock of Banco La Caja Obrera S A ( the ‘Bank*) and 
have initiated the process of selling their whole participation 
to qualified financial institutions with experience in commercial banking, 
that will manage the Bank. For this purpose, the Central Bank of Uruguay, 
on behalf of the Shareholders, has engaged Banque Paribas to act as the 
exclusive financial advisor in this transaction. All decisions related to 
this process will be taken by the State - Managed Banks Sale 
Commission, made up of representatives of the Central Bank of Uruguay, 
of the Ministry of Finance and of the Shareholders. 

Within this process, the Central Bank of Uruguay invites interested 
financial institutions to contact representatives of Banque Paribas, 
who will inform them on the procedures required to participate in the 
offer and obtain ail the information about the Bank and the sate process. 

BANQUE PARIBAS 


New York -U^A. 
David Ctafemsl o PhBppe - Bis Bacot 
Tel: 11.212) 841 .3089 0 841.3083 
Far (1212) 974.82.61 
Ema* david-chaOHiitieparan3.com 
phffippa-efle-bacot © partoasxom 


Sao Paulo - Brazil 
Hughes LAgltea 
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tlona] business. And while 
Thames is not keen cm sell- 
ing, fee figure - if true - 
enables analysts to value the 
business more easily. 

High street retailer WH 
Smith Group recovered some 
ground late in the session on 
news that it had rejected a 
takeover proposal from Tim 
Waterstone. the former 
owner of the eponymous 
book chain. The shares 
closed 2Vi off at 365V*p. 

The group has been the 
subject of bid speculation for 
the best part of this year 
although few had expected 
yesterday's announcement 

Centrica, the main sup- 
plier of natural gas in the 
UK. gained 1M to 94 s , <p as fee 
company announced it had 
cancelled more of its oner- 
ous take-or-pay contracts. 

Zeneca lifted 33 to £20.54% 
following confirmation that 
the US Food and Drug 
A dminis tration has cleared 
Seroquel, the company's new 
treatment for schizophrenia. 

Enthusiasm ahead of a 
broker presentation to Scot- 
tish institutions helped 
Shield Diagnostics lift 20 to 
700p. 

Tbe rally in McKechnie 
showed no sign of easing as 
the stock rose 2 to 507Vip, 
helped by a “boy” note from 
Charterhouse Tilney. Mich- 
ael Blogg at the broker 
believes the shares are 
undervalued and told clients: 
“Last year's problem areas 
have been addressed and 
action has been taken." 

Recent bullish sentiment 
for housebuilding stocks saw 
Barrett Developments ahead 
5 at 268%p, and Berkeley 
Group up 3 to 748*/*p. How- 
ever, fee rally in Beazer ran 
out of steam and the stock 
eased to 182%p. 

The strengthening of the 
pound by a pfennig against 
the D-Mark saw companies 
exposed to overseas aamingR 
surrendering some of their 
recent gains. 

Bine Circle recorded the 
third-largest fall In fee FTSE 


100 wife a decline of 6 to 


- Engineering exporters also 
suffered, with Rolls-Royce 
2% down at 253 Vip. while 
LocasVarity surrendered 2 
to 232p and GKN gave up 9 
to £1331. 

Topps Tiles continued to 
bask in the effect of the 
upbeat trading statement at 
the annual meeting on Tues- 
day, and the shares 
advanced 18% to ZL8p. 

Vigfen Technology rose 16 
to 79p after an announce- 
ment that it was to market 
computers 1 in an agreement 
with Microsoft. • 

Arthur Shaw, the building 
materials and merchants 
group, fell IV* to 3%p after it 
announced continuing lasses 
and passed its dividend- 
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J| FTSE Actuaries Share Indices 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Thursday October 2 1997 


Old fears return to haunt stock markets 


WORLD OVERVIEW 


Mtlaysh 


While investors in the US 
and the UK were di gesti ng 
the implications of the 
WorldCom bid for MCI, pip- 
ping the rival offer from BT, 
some old issues returned to 
haunt other markets, writes 
Philip Coggan. 

Italian shares and bonds 
dipped on repeated worries 
that the government's 1998 
budget might not be passed, 
in the face of opposition 
from the Refoundation 
party. Failure to cat the bud- 
get deficit would, of course, 
threaten Italy's chances of 
joining the first round of 
economic and monetary 
union. 


Indices retanad 
110 


Ft/SAP Pacflfc 
Batin me Japan 



Sauna 


The Mibtel index dropped 
2.9 per cent 

There was more bad news 
from Japan, with the weak- 
ness in the Tankan survey 
sending band yields down to 
a startling 1.765 per cent At 


that rate of return, bond 
investors would take 40 
years to double their capital. 

Meanwhile, the Malaysian 
stock market was hit again 
after Mahathir Mohamad, 
the prime minister, renewed 


his calls to “regulate or out 
law” currency trading. 

His repeated remarks 
seemed to have undermined 
investor confidence in the 
country. 

Geoffrey Dennis, global 
emerging markets strategist 
at HSBC JamesCapel, Mid- 
“These repeated outbursts 
have a significant negative 
impact on the markets. ' 

“It is difficult to look at 
Malaysia in terms of the fun- 
damentals because of the 
political factors. The inter- 
nal situation is not good but 
it is not as bad as market 
sentiment suggests.” 

He said there had been 
some signs of a change in 
government attitude in 


Tndn r mrfa and Thailand but 
not yet in Koala Lumpur. 

Mr Dennis painted out 
that investors bad a problem 
in selling out of Malaysia 
because it was the single big- 
gest component in the 
emerging market index. 
“But they need to see signs 
that the currency is stabilis- 
ing a nd that is not happen- 
ing,” he added. 

Dana Moors of Global 
Asset Manage ment said the 
group’s Pacific fund, which 
Includes Japan, had bran 
s ubstantially underweight in 
Malay sia for some time on 
feazs that the economy bad 

been distorted, with overca- 
pacity in the banking and 
property sectors. 


The Malaysian stock mar- 
ket has dropped 20 per cent 
since the start of August and 
has underperformed the IFC 
composite index by about 10 
per cent over the same 
period. 

Malaysia and Italy were 
two exceptions to a. gener- 
ally positive day on world 
ma Hr pis. On Wall Street, the 
Dow Jones Industrial Aver- 
age got a lift from a subdued 
purchasing managers’ sur- 
vey, as well as from the tele- 
coms deal. In Europe, the 
French and German markets 
both moved higher, while 
Hel sinki and Madrid both 
notched up record closes. 
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Shock bid 
news boosts 
US shares 


Budget crisis knocks Milan 


AMERICAS 


News of a shock $30bn 
takeover bid plus a rally in 
the Treasury bond market 
pushed equities strongly 
ahead, writes John Labate in 
New York. 

MCI's offer for WorldCom 
sparked a wave of buying. 
MCI shares surged 20 per 
cent or S5£ at S35ft, while 
Brooks Fiber Properties, the 
local service provider that is 
the subject of a separate 
WorldCom takeover plan, 
rose by more than 17 per 
cent to $54 J .«. British Tele- 
com shares, which trade as 
American depository 
receipts, gained nearly 8 per 
cent at S7I J ,J. Investors sent 
WoridCom's stock down 
to$34£. 

All major indices traded 
higher. By lpm the Dow had 
gained 47.14 at 7593.40 while 
the broader Standard & 
Poor's 500 Index rose 6.03 at 
953.31. 

A profits warning by chip 
maker Advanced Micro 
Devices sent its shares down 
$4£ or more than 12 per cent 
at S28V», but the technology 
sector as a whole gained 
ground. The Nasdaq compos- 
ite index rose 3.37 to 1.689.06. 

“Today the market is back 
to its usual pattern of fairly 
broad based buying, with 
interest rate sensitive stocks 
doing well," said Bill Schnei- 
der. equity block trader at 
Salomon. 

A rally in the Treasury 
market drove financial 
stocks higher. A lower than 
expected reading of business 
activity by the National 
Association of Purchasing 
Management helped push 
the long bond up 1& at 100%, 
depressing the yield down to 
6304 per cent 

Financial stocks moved 
higher as a result with the 


BKX banking index of the 
Philadelphia Stock Exchange 
rising more than 1 per cent 
to 726.44. BankAmerica 
gained Sltf at $75% while 
Chase Manhattan put on $lft 
to S119&. 

Other company announce- 
ments also helped drive 
stocks ahead. Shares in Mar- 
riott surged $4% at $75& on 
news that the company is to 
merge its North American 
contract catering operations 
with those of France’s Sod- 
exho. Airways leader US Air- 
ways rose on news of a ten- 
tative labor agreement with 
its pilots, sending its stock 
up $1% to $42%. 

A buy rating by Merrill 
Lynch sent bookseller 
Barnes & Noble more than 5 
per cent higher to $29ft. 

TORONTO continued to 
push into uncharted terri- 
tory, thanks to further 
strong gains for golds which 
kept the market pointing 
higher in spite of a dull 
morning for the banks. The 
300 composite index was up 
2537 at 7.065.60 at noon. 

Another upbeat start for 
the bullion price sent the 
heavyweight golds sector 
ever higher. Placer Dome 
rose 15 cants to C$26.60 and 
Barrick gained 25 cents to 
C$34.50. 

Techs were also strong. 
Newbrldge Networks gained 
C$250 to C$8530 and North- 
ern Telecom put on C$1.65 to 
C$14530. BCE added 10 cents 
to C$41.45. Among leading 
industrials. Alcan Alumin- 
ium came off 65 cents to 
C$47.75. 

Banks lost , ground follow- 
ing the uptick for central 
bank rates. Royal Bank of 
Canada shed 10 cents to 
C$67.80, Toronto- 
Dominion Bank 15 cents to 
C$4630 and Bank of Mon- 
treal 45 cents to C$58.45. 


The high-flying MILAN 
market, which had been 
trading at or around all timp 
highs aver the past 10 days, 
took a tumble as the politi- 
cal outlook turned sour. 

The Comit index fell 2835 
to 96730 while the real-time 
Mibtel index lost 466 to 
15,403 as the prime minis ter. 
Romano Prodi, said that his 
centre-left government was 
officially in crisis. This fol- 
lowed news that its key, 
hard-left ally. Communist 
Refoundation, broke ranks 
saying that it would not sup- 
port the government’s 1998 
budget 

James Cornish at NatWest 
Markets said the govern- 
ment was always going to be 
vulnerable to opposition dur- 
ing the budget negotiations. 
But he believed the budget 
would be passed and that it 
would include real cuts in 
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Sao Paulo sharply up 


SAO PAULO continued to 
rise strongly amid hectic 
buying ahead of today's 
announcement of the privati- 
sation model for telecoms 
giant Telebras. "Everyone’s 
betting on good news for the 
telecoms sector,” said one 
enthusiastic broker. Telebras 
jumped 2.8 per cent to R$130. 
At midsession, the Bovespa 
index was up 215 or 13 per 
cent to 12,013. 

MEXICO CITY moved 
higher on the back of strong 


local bonds and the upbeat 
start on Wall Street. The 
peso rose in the foreign 
exchanges while in the bond 
market long yields trickled 
lower. Telmex gained 10 cen- 
tavos to 2035 pesos. The IPC 
index was up 45.49 at 536639 
at noon. 

SANTIAGO built on the 
previous session’s gains. Vol- 
ume stayed light though 
there was some modest buy- 
ing action. At noon the IPSA 
index was up 0.75 at 128.63. 


spending. Profit-taking was 
adding to the pressure after 
the market’s 10 per cent rise 
over the past week. 

Among blue chips, Mont- 
edison held its loss to just 
L10 at L1354 after an upbeat 
meeting with analysts on 
Tuesday. Fiat, however, fell 
43 per cent and Eni lost 3.3 
per cent 

Elsewhere in Europe a 
strong dollar and an upbeat 
start on Wall Street 
pro mpte d solid gains. 
AMSTERDAM pushed ahead 
strongly for the second day 
running. Keen demand for a 
number of key international 
stocks sent the AEX index 
up 23.85 at 94335. 

Royal Dutch rose FI 3-90 or 
33 per cent to FI 115.3 on the 
back of reiterated buy 
recommendations from two 
leading brokers. Philips 
gained FI 8.00 to FI 176.4 for 
a two-day improvement of 
more than 10 per cent as the 
group’s communications 
joint venture with Lucent 
Technologies of the US 
became operational 

Unilever, which began of a 
three-day roadshow, added 
FI 430 at FI 429.1. Financials 


were also firm, notably ABN 
Amro which jumped FI 1.70 
or 4.1 per cent to FI 42.00. 

IHC Caland rose FI 2.00 to 
FI 12730 on news of a Rus- 
sian venture and reports of a 
Dutch shipyard takeover. 

STOCKHOLM gained 
ground following another 
strong day for Electrolux 
which, helped push the gen- 
eral index up 24.53 to 
333937. 

Electrolux powered ahead 
SKr29.0G to SKr622 for a 
two-day advance of 8 per 
cent. A positive note from 
Deutsche Morgan Grenfell 
drew attention to restructur- 
ing gains at the white goods 
leader. The broker has lifted 
its earnings estimates for 
next year and 1999 by 13 per 
cent on average. 

Rumours of imminent cor- 
porate activity picked out 
insurer Trygg-Hansa and the 
company was suspended 
from trading at SKrl97, up 
SKr7.00. Market talk linked 
the group with Storebrand of 
Norway which surged 
NKx2.00 at NKr53*00 on the 
Olso b ourse . 

FRANKFURT closed elec- 
tronic trading 2.6 per cent 
higher at its best level since 
August 21 and in the 
absence of domestic corpo- 
rate news, the market took 
its lead from the US. 

The Ibis-indicated Dax 
index finished 108.09 higher 
at 4362.98. 

Mannesman n was among 
the biggest blue-chip losers, 
hit by reduced profit fore- 
casts for its mobile telecoms 
unit, Mobilfunk. The shares 
lost DM19.60 at DM81L 

Veba picked up DM530 to 
DM106.60 after the chairman 
was reported to have fore- 
cast a 10 per cent rise in 1997 
profits. 

Deutsche Telekom rose 
DMl.41 to DM35.34, helped 
by speculation of more take- 
overs in the telecoms sector 
after WoridCom’s unex- 
pected bid for MCI, which 
British Telecom had been 
planning to take over. 

PARIS turned morning 
losses into an afternoon of 


solid gHimt. New time buying 
in the futures market backed 
by a good start on Wall 
Street sent the CAC 40 index 
46.67 ahead to 3,05433 at the 
close of trading. 

Motor stocks had a good 
session in spite of news that 
French new car registrations 
had fallen 40 per cent in Sep- 
tember. Renault added 
FFr2.50 at FFr178. 4 and 
Michelin rose FFr15.00 or 43 
per cent to FFr352. 

Havas was up FFr9.40 at 
FFr4121 on upbeat interim 
results from its advertising 
offshoot, plus news the unit 
was to handle an exclusive 
global account for Coca-Cola. 

A tie-up with the Marriott 
group In North American 
contract catering pushed 
Sodexho up FFr49.00 to 
FFr3,000. Bid target Casino 


swung lower, losing FFr830 
to FFr3523. 

ZURICH rebounded from 
midday lows to end L4 per 
cent higher, ted by a sharply 
better performance by Roche 
after Tuesday’s seU-ofE. 

Thp SMI faficor J mnpwl SI ,1 

to 5,754.7. Roche certificates 
soared SFr4Q0 to SFri3300, 
although dealers said part of. 
the rise was attributable to 
window dressing by portfolio 
managers. 

Elsewhere among the the 
blue chips, Novartis rose 
SFrll to SFr2341 and Nestle 
gained SFr28 to SFE2.054. 

Financials finished mostly 
higher, ted by CS Group, up 
SFt930 to SFr206, and Win- 
terthur Insurance; SFr67 
hi gher at SFrL.488. 

Public! tas rose SFU7 to 
SFr358 following surpris- 
ingly good first-half results. 


Written and «8tod by Iflch a al 
Morgan, Jaffray Brown and 
Stephen Conn 


SOUTH AFRICA 


Johannesburg moved to the 
upside late in the session as 
industrials pared heavy 
losses. The all-share index 
ended up 63 at 7430. 

Industrials were finti, slid- 
ing to a low for the session 
of 7,920.1. The Index fin- 
ished off 29.5 at 73563 after 
late bargain-hunting- Golds 
added 833 to 7623. 


emerging Market focus; 


New year, new 
hopes in Israel 


Israel’s traders will be 
doing more fawn just, cele- 
brating the Jewish New 
Year today. They will be 
hoping that US attempts to 
restart Israeli-Palestinian 
peace talks will lead to a 
sustained rally on the Tel 
Aviv Stock Exchange when 
it reopens on Sunday. 

Traders have had little 
reason to complain over the 
past year. The Mlshtanna.:' 
the index of the leading 100 
m rppmiBR , has risen 58 par 
cent, despite a six-month 
suspension of peace talks, : 
leading some analysts to 
believe that the markets 
are increasingly insulated 
from recent domestic and 
political crises. 

They also believe the 
market is very cheap. “It is 
difficult to say bow cheap it 
is,** said Eli Nahum, head 
of trading at Zannex Secu- 
rities. “Clearly the peace' 
process plays a role. But 
the markets are primarily 
driven by economic' 
fundamentals. 0 

Key factors Include the. 
tight monetary and fiscal 
policy pursued by the Bank 

Of H<*rg?1 and' finunre minis- 
try. Interest rates have 
fallen from 17 pec cent a 
year ago to 13.4 per cent 
And inflation, still stub- 
bornly high at nearly 10 per 
cent, is expected to fall to 
around 8 per cent over the 
coming year. 

Yaakov Neeman, finance., 
minister; has pushed, 
through cuts ofShk23bn in 
next year's budget • to 
reduce the deficit from 23 
per cent of gross , domestic 
product this year to 2.4 per 
cent in 1998, a considerable 
feat given that the deficit 
was 43 per ccmt of GDP test • 
year. Privatisation of the 

Turning and telBCOnnBlmlca- 
tions, attempts to break up 
the large monopolies, and 
liberalisation of foreign 
exchange are all on track. 

Despite these achieve- . 
meets, analysts remain 
concerned about the eco- 
nomic slowdown. Projec- 
tions for this year’s growth 
have been revised down- 
wards, from over 3 per cent 



to 2 per (tent co m ganed wMfe 
a growth rate of 4&jgfiE 
cent in 1996. • _ - : 

Rising imemptaynKn^ls 
another problem. 3fc ^ 
jug towards .8;- par.' 
while private cans 
per capita is ' 
grow by only i. per 


Economists are 
9 'per cent rise in.-' 
for the first half of'tlte 
year, and a narnwring 
trade deficit,' down frfejj:^ 
$5.6bn during the; 
months of last year 
$4.3hn this year, could 
bbost growth. 

Economic funds 
aside, ' some ' an 



believe it is time 
.started, addressing 
problems of the 
itself,, making it 
transparent and. 
beholden to the . few 
bolding companies 
dominate the Israeli .'eeab? 
omy. ... - 

Arte Mtentkavich,; chah£ 
man of Israel Discount 
Bank and former head ot 
Israel’s Securities Author- 
ity, said this week that one 
of the biggest problems fac- 
ing the Israeli market, was 
the power of loading share-, 
holders. “Izl 99 per cent, of 
the companies, major 
shareholders control most 
of the voting power.”. he 
said, adding that TASK was 
dogged by.. a lack /of liquid- 
ity and & dearth of institu- 
tional investors. It was 
time, he said, for reform. 
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Ringgit collapse hits KL stocks 


ASIA PACIFIC 


The ringgit’s collapse to 
all-time lows, and Prime 
Minister Mahathir Moham- 
ad's renewed call either to 
regulate or ban foreign 
exchange dealin gs sent 
KTJALA LUMPUR down 23 
per cent 

At the close, the composite 
Index was 18.74 lower at 
79533. 

Many local dealers were 
critical of Mahathir, who 
told a Chilean trade confer- 
ence that it was necessary to 
regulate or outlaw currency 
trading so that free trade 
could flourish. 

Analysts said some foreign 
equity investors were still 
buying while local funds 
were also supporting key 
index stocks. 

However, the majority of 
investors were sidelined, 
awaiting the budget of Octo- 
ber 17. which was reflected 
in very thin 
volumes. 

By the close 168m shares 
were traded valued at 
M$823m. Losers easily 
exceeded gainers 608 to 75. 

Infrastructure group 
Renong was flat at M$330 
after J.P. Morgan down- 
graded the stock on the basis 


of a slowing Malaysian 
economy. 

TOKYO fell for the fifth 
day running on concerns 
about the economy, under- 
lined by the weak outlook 
contained in the Bank of 
Japan's quarterly “Tankan” 
survey of business 
confidence, writes Gtoen 
Robinson. 

Fairly active buying of 
blue chips by domestic insti- 
tutions eventually limited 
the day’s losses. The Nikkei 


Hong Kong and the 
mainland Chinese markets 
were dosed. 


225 average fell 45.55 to 
17342.16 after moving within 
a range of 17,52238 and 
17,93636. 

It was the first day of the 
second half of fiscal 1997 and 
trading began on a negative 
note following the publica- 
tion of the Tankan survey. 
This showed worse than 
expected outlooks in both 
the manufacturing and nan- 
manufacturing sectors, find- 
ings. which weighed on cor- 
porate earnings prospects for 
the rest of the business year. 
The 225 Index plunged more 
than 350 points in early 
morning selling. 


Volume was virtually 
unchanged at an estimated 
397m shares. Declines 
exceeded advances 711 to 423 
with 146 unchanged. 

The Topix index of all 
first-section stocks edged up 
0.13 to 1,388.45 and the 
capital-weighted Nikkei 300 
was up 0.13 at 2753Q. 

In London, the ISE/Nikkei 
50 index rose 0.70 to 
1,623.13. 

Leading high technology 
Issues benefited from 
bargain-hunting after their 
recent declines. TDK jumped 
Y700 to Y11300 after reach- 
ing a record intra-day high 
of Yli,700. Sony gained Y3Q0 
to Yll.700 and Tokyo Elec- 
tron moved Y410 higher at 
Y7.780. 

Electrical issues, however, 
mostly declined. Toshiba 
shed Y12 to Y600 and Fujitsu 
Y10 to Y1.500, but NEC 
gained Y20 to Y1.490 and 
Hitachi Y1Q to Y1.060. 

Car makers were mixed. 
Toyota closed Y10 lower at 
Y3.690 and Mazda YlS down 
at Y415, but Honda gained 
Y140 to Y435Q. 

Property issues rose on 
continuing hopes of land-tax 
reform. Mitsubishi Estate 
gained Y60 to Yl.820 after 
reaching the year’s intra-day 


high of Y1.830 and Mitsui 
Fudosan Y40 to Y1.510. Nip- 
pon Steel was the day's most 
active issue, it rose Y7 to 
Y273. 

In Osaka, the OSE average 
fell 2632 to 1835730 in vol- 
ume of 40m shares. 

JAKARTA ended sharply 
lower on worries over the 
rupiah, which fell to new 
low against the dollar. The 
composite index lost 9.70 or 
13 per cent at 53639- 

Financials came off 
steeply with sentiment fur- 
ther hindered by rumours 
that a number of banks were 
facing loan difficulties. Bn 
fell RplOO to Rp850 and BDN1 
Rp50 to RpSOO. 

SYDNEY closed higher on 
the back of strong gold and 
resource shares. The All 
Ordinaries index added ifl-3 
to 2.7703. 

The golds index gained 43 
per cent. Normandy 
improved 10 cents to A$135 
and Acacia 17 cents to A$136 
on 93m traded. Ranks were 
weak. NAB came off 7 cents 
to AS21.15. 

WELLINGTON rose 18.33 
to 2,573.11 on the 40 capital 
index. Fletcher Paper gained 
22 cents to NZ$330 following 
the news of a $650m US 
disposal. 
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YTL 


YTL Corporation Bertiad 
U.S. $50,000300 

Zero Coupon Convertible Bonds due 2002 

(ftw-BondO 

ConvarUbto Into Ordinary Sham of 11 m taauar 
f Oi ia u u, b»wi 


Nodes b hereby gfwn to hofdsra ef tea Bond*. mat Mowing tha Bane issue of 
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The Bndfimttln Eaton GoU jArfng Company Wil w atu nmd, linnlcd 
(In mr pOi a t c ri in the RcpAUc of South Africa) Regfatraliop Number 01/00253 /06 - 
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Capital expenditure • 
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Western Area* Gold MUng Company limited 

nneorpowed in die Republic of South Africa), Regtantfaa Number 58/03200/06 
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Profit/ (loss) from gold 
Profit/ (loM) before and after tax 
Capital expenditure 


123 708 
118 384 
8435* 
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Ore milled -metric tons (000) 
Yield -grams per metric ton 
Gold prodoetkin- kflograms 
Ore milled -short tons ( 000 ) 
Yield-crances per abort ton . 
Gold production -ounces 
Working costs 
-per ton milled . 

— per kilogram produced 
-U$$ per ounce _ 


Profit front gold 

Profit before and after tax 

Dividend 

Capita) expenditure 
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